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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
was  established  in  1863  as  a  bureau  of  the  Department 
of  the  Treasury.  The  OCC  is  headed  by  the  Comptroller 
who  is  appointed  by  the  President,  with  the  advice  and 
consent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate 
or  banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which 
do  not  conform  to  laws  and  regulations  or  which 
otherwise  engage  in  unsound  banking  practices, 
including  removal  of  officers,  negotiation  of 
agreements  to  change  existing  bank  practices 
and  issuance  of  cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  in¬ 
vestment  practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  12  geograph¬ 
ical  regions,  with  each  headed  by  a  Regional  Admin¬ 
istrator. 

The  Office  is  funded  through  assessments  on  the 
assets  of  national  banks. 
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The  Comptroller 

C.  T.  Conover  became  the  25th  Comptroller  of  the 
Currency  on  December  16,  1981. 

By  statute,  the  Comptroller  serves  a  concurrent  term 
as  a  Director  of  the  Federal  Deposit  Insurance  Corpora¬ 
tion,  a  member  of  the  Federal  Financial  Institutions  Ex¬ 
amination  Council  and  a  nonvoting  member  of  the  De¬ 
pository  Institutions  Deregulation  Committee. 

A  former  management  consultant,  Mr.  Conover  has 
dealt  extensively  with  commercial  banks  and  other  fi¬ 
nancial  institutions  and  has  concentrated  on  solving 
problems  in  the  areas  of  strategic  planning,  financial 
management  and  operations  improvement. 

He  received  a  B.A.  degree  from  Yale  University  in 
1960  and  an  M.B.A.  in  finance  from  the  University  of 
California  at  Berkeley  in  1965. 


•he  Quarterly  Journal  is  the  journal  of  record  for  the  most  significant  actions  and  policies  of  the  Office  of  the 
Comptroller  of  the  Currency  It  is  published  four  times  a  year  in  February,  May,  August  and  November.  The  Quarterly 
Journal  includes  policy  statements,  decisions  on  banking  structure,  selected  speeches  and  testimony,  material 
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nterest  to  the  administration  of  national  banks.  Suggestions,  comments  or  questions  may  be  sent  to  the  Communica- 
yisi0n  of  the  Comptroller  of  the  Currency,  Washington,  DC  20219.  Subscriptions  are  available  for  $50  a 
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Corporate  Activities  Review  and  Evaluation 


Introduction 

In  1980  the  Office  of  the  Comptroller  of  the  Currency 
(OCC)  established  the  Corporate  Activities  Review  and 
Evaluation  (CARE)  Program  to  review  and  analyze  all 
policies  and  procedures  that  national  banks  must  follow 
to  make  structural  changes  and  to  engage  in  corporate 
activities.  An  ongoing  program,  CARE’s  purpose  is  to 
modify  or  eliminate  policies,  regulations  or  procedures 
that  are  unnecessary  or  inefficient  or  that  create  unwar¬ 
ranted  barriers  to  competition. 

The  program  is  in  keeping  with  the  goal  expressed  in 
OCC’s  Strategic  Plan:  "To  exercise  the  OCC’s  regulatory 
and  supervisory  authority  to  enable  the  financial  system 
to  provide  a  full  array  of  financial  services  to  the  public 
in  the  most  efficient  manner."  Toward  that  end,  CARE  is 
seeking  the  maximum  deregulation  of  the  corporate 
applications  process  possible  within  the  OCC’s  regula¬ 
tory  interest. 

Well  aware  of  the  costs  and  paperwork  associated 
with  bank  structural  changes  and  corporate  applica¬ 
tions,  the  OCC  is  committed  to  reducing  that  burden 
whenever  possible  As  the  CARE  Program  continues, 
procedures  will  be  streamlined,  policies  will  be  clarified 
and  simplified,  and  forms  will  be  eliminated  or  abbrevi¬ 
ated  to  the  extent  permitted  within  the  existing  statutory 
framework. 

CARE  is  also  intended  to  minimize  OCC’s  role  in  bank 
decision-making.  It  is  the  Office’s  belief  that  the  mar¬ 
ketplace  is  the  best  regulator  of  economic  activity  and 
that  the  decision  about  where  and  under  what  name  a 
bank  will  provide  its  services,  should  be  made  by  its 
management,  not  its  regulators. 

The  OCC  believes  that  it  can  eliminate  extensive  eco¬ 
nomic  and  competitive  data  from  its  applications  with¬ 
out  sacrificing  the  regulatory  objectives  of  safety  and 
soundness.  Much  of  the  information  provided  by  appli¬ 
cants  can  be  replaced  by  information  already  available 
to  the  OCC.  The  process  thus  becomes  simpler  for  the 
applicant  while  the  OCC  still  has  the  information  neces¬ 
sary  to  evaluate  the  application. 


Accomplishments 

Major  accomplishments  under  the  CARE  Program  to 
date  are: 

•  Consolidation  and  reorganization  of  the  rules,  pol¬ 
icies,  procedures  and  forms  concerning  corporate 
activities  of  national  banks  into  one  Part  of  the 
Code  of  Federal  Regulations  (12  CFR  5). 

•  Adoption  of  a  new  chartering  policy  and  a  revised 
charter  application  form,  which  simplified  the  na¬ 
tional  bank  charter  application  process. 

•  Adoption  of  a  policy  on  disclosure  of  change  in 
bank  control  information  and  expedited  procedures 
for  such  changes. 

•  Adoption  of  a  policy  concerning  the  submission  of 
written  comments  and  the  holding  of  hearings  on 


applications  which  speeded  up  decision-making  in 
such  matters. 

•  Clarification  and  revision  of  the  policy  on  applica¬ 
tions  to  charter  interim  banks,  including  a  sim¬ 
plification  of  the  application  process  and  delega¬ 
tion  of  approval  authority  to  regional  offices. 

•  Clarification  and  revision  of  the  policy  on  applica¬ 
tions  for  domestic  branches,  seasonal  agencies 
and  customer-bank  communications  terminals 
(CBCTs)  and  to  relocate  head  offices  and  domestic 
branches;  reduced  information  requirements  saved 
costs  to  applicants  for  preparation  and  costs  to  the 
OCC  for  processing. 

Proposals  and  Work  in  Process 

As  part  of  the  CARE  program,  OCC  plans  to  com¬ 
pletely  overhaul  its  policies  and  processing  to  encour¬ 
age  competition,  reduce  filing  burdens,  streamline 
procedures,  delegate  responsibilities  to  regional  offices 
and  otherwise  expedite  decisions.  Examples  include: 

•  Deregulation  of  the  present  title  change  application 
process,  replacing  it  with  an  “approval  by  regula¬ 
tion"  procedure.  One  alternative  under  considera¬ 
tion  is  to  require  advance  notification  of  proposed 
changes  which  could  be  reviewed  by  the  OCC  for 
compliance  and  which  would  be  considered  ap¬ 
proved  if  no  response  was  received  within  a  certain 
period  of  time. 

•  Simplification  of  the  procedures  for  bank  holding 
company-sponsored  charter  applications.  Under 
existing  regulations,  the  OCC  has  adopted  sim¬ 
plified  procedures  for  charter  applications  when 
the  new  bank  will  be  a  wholly  owned  subsidiary  of  a 
bank  holding  company  which  is  not  the  subject  of 
special  supervisory  attention.  Those  procedures 
waive  certain  requirements  and  sections  of  the  ap¬ 
plications  which  involve  information  generally  pos¬ 
sessed  by  or  readily  available  to  the  OCC. 

•  Elimination  of  the  requirement  for  a  bank  to  file  a 
formal  application  to  establish  or  acquire  an  oper¬ 
ating  subsidiary.  A  proposal  to  replace  that  aplica- 
tion  with  a  notification  procedure  is  nearing  com¬ 
pletion.  To  effect  that  change  the  OCC  is 
considering  rescinding  12  CFR  5.34  (the  existing 
application  process)  and  making  several  technical 
amendments  to  12  CFR  7.7376  (an  interpretation 
regarding  operating  subsidiaries) 

•  Further  delegation  and  subdelegation  of  decision¬ 
making  authority  in  order  to  reduce  costs  and  in¬ 
crease  efficiency  in  rendering  regulatory  approvals 
The  expanded  delegation  of  authority  is  being  con¬ 
sidered  to  streamline  the  process  for  approving 
corporate  applications,  thereby  expediting  their  im¬ 
plementation. 

•  Reduction  of  notice  requirements  and  public  com¬ 
ment  periods  for  corporate  applications  except 
those  subject  to  the  Bank  Merger  Act  (12  USC 
1828(c)).  Such  a  proposal  is  under  consideration 
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CARE  II 

A  new  phase  of  the  Corporate  Activities  Review  and 
Evaluation  Program,  CARE  II,  has  been  initiated.  It  will 
involve  a  comprehensive  “zero-based"  review  of 
OCC’s  corporate  procedures  to  insure  that  the  system 
is  the  best  possible  to  meet  the  goals  of  the  OCC’s 
Strategic  Plan.  The  goal  is  to  speed  processing,  re¬ 
duce  OCC  time  and  resource  costs  and  reduce  the 
burden  on  applicants  and,  ultimately,  the  general 
public.  OCC  will  be  assisted  in  the  review  by  an 
outside  management  consulting  firm. 

CARE  II  will  include  three  phases.  First,  existing 
practices  will  be  reviewed  in  light  of  stated  OCC  reg¬ 


ulatory  interests  to  arrive  at  recommendations  for  spe¬ 
cific  changes.  Those  recommendations  will  be  evalu¬ 
ated  and  those  deemed  appropriate  will  be  selected 
for  inclusion  in  the  second  and  third  phases.  Second, 
streamlined  systems  for  processing  based  on  the  se¬ 
lected  recommendations  will  be  designed  and  third, 
the  new  systems  will  be  implemented. 

CARE  II  will  not  take  anything  for  granted.  It  will  not 
assume  that  applications  or  investigations  must  be 
retained  or  that  work  now  being  done  can  not  be 
eliminated  or  done  in  some  other  way.  CARE  is  part  of 
OCC’s  overall  deregulatory  program  on  which  the 
Quarterly  Journal  will  periodically  report. 
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Measuring  and  Monitoring  Interest  Rate  Risk 
A  Regulator’s  Viewpoint* 


Changes  in  the  competitive  environment,  volatility  in 
the  financial  markets,  and  technological  advances  over 
the  last  decade  have  shaken  the  post-depression  sta¬ 
bility  of  regulated  financial  institutions.  These  changes 
are  so  profound  that  regulatory  attempts  to  reestablish 
the  status  quo  are  neither  feasible  nor  desirable.  The 
dismantling  and  erosion  of  federal  controls  on  product 
pricing  and  market  entry  mean  that  financial  institution 
managers  are  operating  in  an  environment  charac¬ 
terized  by  continuing  change,  uncertainty  and  risk. 

Financial  market  theory  defines  risk  as  the  chance  of 
doing  better  or  worse  than  expected.  A  firm  with  an 
unstable  earnings  pattern  is  considered  relatively  more 
risky  than  a  firm  with  a  pattern  of  consistent  and  predict¬ 
able  earnings  growth.  Financial  institutions  incur  many 
risks  in  their  day-to-day  operations  and  all  of  them  flow 
through  to  the  bottom  line  provided,  of  course,  that  risk- 
related  gains  and  losses  are  properly  recognized.  In 
today’s  volatile  financial  environment,  interest  rate  risk 
has  become  increasingly  important  as  a  component  of 
total  risk  for  financial  institutions. 

The  after-the-fact  result  of  interest  rate  exposure  can 
be  seen  clearly  by  analyzing  changes  in  the  net  interest 
margin.  Although  it  is  useful  for  analyzing  trends,  inter¬ 
est  margin  analysis  provides  only  a  post  mortem  on  a 
risk  already  taken.  It  is  admittedly  better  than  nothing 
and  allows  net  interest  margin  changes  to  be  broken 
into  rate,  volume  and  mix  components  for  an  accept¬ 
able  analysis;  nevertheless,  it  is  an  analysis  of  past 
actions. 

To  identify  risk  before  it  flows  through  the  income 
statement,  analysts  must  focus  on  the  changes  in  bal¬ 
ance  sheet  composition  that  affect  revenue  and  ex¬ 
pense  streams.  By  analyzing  the  composition  of  the 
balance  sheet  we  can  attempt  to  measure  an  institu¬ 
tion’s  net  exposure  to  interest  rate  fluctuations  and  draw 
conclusions  about  the  level  of  interest  rate  risk  in  any 
particular  bank.  One  caveat  first,  interest  rate  risk  can¬ 
not  be  measured,  interest  rate  risk  exposure  can.  Inter¬ 
est  rate  risk  defies  quantification  because  the  earnings 
impact  is  a  function  of  both  interest  rate  risk  exposure 
and  the  magnitude  of  interest  rate  swings. 

Today’s  market  conditions  have  raised  interest  rate 
risk  from  relatively  minor  importance  in  the  OCC’s  eval¬ 
uation  of  safety  and  soundness  to  a  par  with  our  more 
traditional  primary  examination  concern  -  credit  risk. 
The  OCC's  approach  to  measuring  interest  rate  ex¬ 
posure  is  centered  on  the  assessment  of  the  rate  sen¬ 
sitivity  of  interest-bearing  assets  and  liabilities.  In  other 
words,  on  seeing  how  well  asset  yields  and  liability 
costs  respond  to  changes  in  market  interest  rate.  Any 


*  The  views  expressed  in  this  paper  are  solely  those  of  the  authors 
and  do  not  necessarily  represent  the  views  of  the  Office  of  the  Comp¬ 
troller  of  the  Currency 


difference  in  the  relative  sensitivities  of  interest-bearing 
assets  and  liabilities  to  changes  in  market  interest  rates 
will  be  reflected  in  the  institution’s  net  interest  earnings. 
The  OCC’s  measurement  technique  focuses  on  the  ratio 
of  rate  sensitive  assets  to  rate  sensitive  liabilities  and 
the  dollar  difference,  or  "gap."  We  consider  the  ratios 
and  gaps  along  a  repricing  opportunity  spectrum  of  30, 
90  and  1 80  days  and  1  year.  Three  operations  play  a  key 
role  in  our  ability  to  draw  valid  conclusions: 

•  Defining  rate  sensitive  assets  and  liabilities, 

•  Determining  the  appropriate  time  frames  for 
analysis,  and, 

•  Interpreting  the  results  and  addressing  interest 
rate  risk. 

Defining  rate  sensitive  assets  and  liabilities 

Rate  sensitive  assets  and  liabilities  are  those  interest- 
bearing  assets  and  liabilities  that  can  be  repriced  at 
current  market  rates  within  a  given  time  period.  The  time 
period  requirement  is  critical.  A  rate  sensitive  liability  in 
the  0-90  day  time  frame  (for  example,  a  newly-issued 
90-day,  fixed  rate  large  certificate  of  deposit)  would  not 
be  rate  sensitive  in  the  0-30  day  time  period  because  it 
would  not  be  available  for  repricing  during  that  period. 

An  instrument  does  not  have  to  mature  within  a  time 
frame  to  be  rate  sensitive.  A  variable-rate  instrument  of 
any  maturity  may  be  rate  sensitive  and  be  included  in 
several  analysis  time  frames  depending  on  its  terms. 
For  example,  a  commercial  loan  tied  to  a  national  prime 
rate  and  adjusted  the  day  after  a  change  in  the  prime 
rate  would  be  rate  sensitive  in  any  analytical  time  frame 
because  such  an  adjustment  could  occur  at  any  time.  A 
new  commercial  loan  tied  to  a  national  prime  rate  and 
adjusted  quarterly,  however,  would  be  rate  sensitive  only 
in  analytical  time  frames  of  90  days  or  more. 

This  process  is  not  as  cut  and  dried  as  it  sounds; 
most  banks  have  a  group  of  quasi-rate  sensitive  assets 
and  liabilities.  Those  are  assets  and  liabilities  with  caps, 
floors  or  limits  on  the  magnitude  of  interest  rate  adjust¬ 
ments.  Although  such  instruments  have  some  interest 
rate  flexibility,  they  are  generally  set  aside  for  memoran¬ 
dum  purposes  and  not  included  in  the  schedule  They 
are,  however,  taken  into  account  in  interpretation 

Selecting  the  appropriate  time  frame  for  analysis 

It  has  been  common  for  financial  analysts  not  to  differ¬ 
entiate  between  any  assets  and  liabilities  which  could 
be  repriced  within  1  year  Clearly,  such  a  comparison 
blurs  the  picture,  at  best  Suppose,  for  example,  that  a 
1-year,  fixed-rate  commercial  loan  was  funded  by  a  6- 
month  money  market  certificate  of  deposit  Because 
both  can  be  repriced  in  the  1-year  time  frame,  they 
appear  to  be  balanced,  suggesting  no  interest  rate  risk 
exposure.  Of  course,  it  is  easy  to  see  that  the  money 
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market  certificate  would  have  been  repriced  6  months 
into  that  1-year  period.  In  a  rising  interest  rate  environ¬ 
ment,  the  original  spread  on  the  transaction  will  have 
narrowed  and  net  interest  earnings  would  suffer  accord¬ 
ingly.  In  the  recent  environment,  it  could  have  easily 
gone  negative. 

Similar  examples  may  be  drawn  for  other  instruments 
with  differing  repricing  and  maturity  characteristics.  The 
point  is  that  the  proper  time  frames  for  analysis  vary 
from  bank  to  bank  depending  on  the  structure  of  their 
balance  sheets.  In  general  we  concentrate  on  a  number 
of  time  frames,  particularly  those  which  have  the  largest 
volumes  of  rate  sensitive  assets  and  liabilities. 

Interpreting  the  results  and  addressing  interest  rate  risk 

After  defining  rate  sensitive  assets  and  liabilities  and 
distributing  them  among  the  appropriate  time  frames, 
we  determine  the  ratio  of  rate  sensitive  assets  (RSA)  to 
rate  sensitive  liabilities  (RSL)  and  the  dollar  difference 
between  them. 

A  RSA/RSL  ratio  greater  than  1 .0  means  that  more 
assets  than  liabilities  are  being  repriced  in  a  particular 
time  frame.  That  is  beneficial  in  a  rising  interest  rate 
environment  because  interest  income  would  rise  faster 
than  interest  expense.  Such  a  position  would  be  less 
than  satisfactory  in  a  declining  interest  rate  environ¬ 
ment.  A  ratio  over  1 .0  also  means  that  the  institution  will 
generally  have  the  flexibility  to  return  quickly  to  a  bal¬ 
anced  position  by  extending  the  maturities  of  maturing 
rate  sensitive  assets  or  selling  variable  rate  assets  to 
invest  in  fixed  rate  assets. 

A  ratio  below  1.0  means  that  more  liabilities  than 
assets  are  being  repriced.  That  is  beneficial  when  inter¬ 
est  rates  are  declining  and  detrimental  when  they  are 
rising.  Worse  yet,  when  the  RSA/RSL  ratio  is  less  than 
1 .0,  there  is  no  way,  short  of  incurring  capital  losses,  for 
a  bank  to  return  to  a  balanced  position  quickly  when 
rates  turn  against  the  position.  It’s  a  waiting  game;  wait¬ 
ing  for  long-term  assets  to  mature  and  trying  to  extend 
the  maturity  of  the  liabilities  structure  while  watching  net 
interest  earnings  disappear. 

Balance  sheet  mismatches  raise  examiner  concerns 
but  the  size  of  the  gaps  relative  to  total  assets  dictates 
the  magnitude  of  that  concern.  Consider  the  following 
two  banks.  Bank  1  is  extremely  mismatched  but  the 
actual  gap  equals  only  1  percent  of  assets.  Bank  2  is 
only  moderately  mismatched  but  the  actual  gap  equals 
20  percent  of  assets.  Clearly  the  greater  concern  is  for 
bank  2.  The  larger  the  gap,  relative  to  assets,  the  bigger 
the  effect  on  earnings  from  movements  in  market  inter¬ 
est  rates. 

In  volatile  times,  clearly  the  safest  strategy  for  a  bank 
is  to  be  matched  in  all  time  frames.  For  the  most  part 
that  is  not  realistic  We  recommend  that  a  bank’s  board 
of  directors  establish  a  reasonable  asset  and  liability 
management  policy  with  limits  on  the  proportion  of  rate 
sensitive  assets  to  rate  sensitive  liabilities  and  the  gaps 
relative  to  total  assets  and  the  capital  base  The  size  of 
any  gap  should  be  directly  proportional  to  the  speed 
with  which  a  gap  can  be  closed  A  bank’s  policy  and  the 
limits  it  establishes  should  be  reviewed  periodically  to 
reflect  changes  in  expected  interest  rate  volatility  and 
industry  practices 


Management  Information  Systems 

The  previous  discussion  concentrated  on  how  the 
OCC  measures  interest  rate  risk  exposure  in  the  exam¬ 
ination  process.  Examiners  should  not  have  to  prepare 
rate  sensitivity  schedules;  that  information  should  be 
available  and  should  be  used  by  management  in  day- 
to-day  decisionmaking.  If  an  examiner  has  to  generate 
rate  sensitivity  schedules  he  will  have  cause  to  criticize 
bank  management. 

Our  examination  approach  to  asset  and  liability  man¬ 
agement  centers  on  evaluating  bank  management’s 
ability  to  understand  the  implications  of  interest  rate 
risk,  to  manage  that  risk  and,  as  a  prerequisite,  to  have 
the  ability  to  measure  risk  exposure.  Interest  rate  risk 
should  be  addressed  in  an  overall  asset  and  liability 
management  policy  approved  and  understood  by  the 
board  of  directors.  That  policy  should  provide  operating 
guidelines  and  establish  risk  exposure  limits. 

The  ability  to  measure  and  monitor  interest  rate  risk 
exposure  depends  on  management  information  sys¬ 
tems  that  allow  managers  to  make  informed  asset  and 
liability  management  decisions.  The  OCC  realizes  that 
establishing  such  systems  is  time-consuming  and  ex¬ 
pensive.  But  we  believe  all  banks  need  them. 

Prudent  management  of  interest  rate  risk  requires  ex¬ 
pertise,  sound  judgment,  satisfactory  management  in¬ 
formation  systems  and  acceptable  risk  exposure  limits. 
Those  factors  are  stressed  in  every  examination  of  a 
national  bank. 

The  Regulatory  Viewpoint 

Now  let’s  take  a  macro-view  of  interest  rate  risk  and 
relate  it  to  today’s  unsettled  economic  and  regulatory 
climate. 

The  phased  rollback  of  deposit  interest  rate  ceilings 
approved  by  the  Depository  Institutions  Deregulation 
Committee  on  March  22,  1982  provides  all  financial 
institution  managers  with  a  firm  statement  of  regulatory 
intent.  Individual  banks'  strategic  planning  must  imme¬ 
diately  incorporate  that  information  and  bank  managers 
should  be  making  appropriate  adjustments.  Successful 
operation  in  an  environment  devoid  of  product  pricing 
restrictions  will  depend  principally  on  bank  managers’ 
skill  in  insulating  net  interest  margins  from  the  effects  of 
changes  in  interest  rates.  Managers  must  move  now  to 
incorporate  appropriate  asset  and  liability  management 
strategies  such  as  asset  restructuring,  liability  reposi¬ 
tioning  and  financial  futures  hedging.  They  must  posi¬ 
tion  their  banks  to  anticipate  such  changes,  not  only  to 
counter  impending  threats  but  also  to  exploit  emerging 
opportunities. 

The  inability  of  some  institutions,  especially  thrifts,  to 
manage  interest  rate  risk  effectively  is  presenting  con¬ 
cerns  beyond  those  related  to  the  stability  of  net  interest 
margins.  Interest  rate  risk  is  intimately  entwined  with 
credit  risk  and  liquidity  risk.  Inappropriate  interest  rate 
risk  management  techniques  may  well  increase  both 
credit  and  liquidity  risk.  From  a  regulator’s  point  of  view, 
we  can  foresee  systemwide  problems. 

By  restructuring  the  balance  sheet,  a  bank  can,  with  a 
certain  degree  of  accuracy,  pass  changes  in  funding 
costs  on  to  the  borrowing  customer.  That,  however,  only 
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changes  the  interest  rate  risk  into  credit  risk.  As  debt 
servicing  costs  escalate  in  response  to  increases  in 
market  interest  rates,  the  borrower’s  repayment  capacity 
is  reduced.  Stability  in  net  interest  margins  may  very 
well  come  at  the  price  of  higher  loan  loss  provisions. 

Also,  academic  asset  and  liability  management  al¬ 
gorithms  assume  that  a  customer  base  can  be  manipu¬ 
lated.  The  realization  that  that  reasoning  is  flawed  is 
leading  bank  managers  to  seek  asset  and  liability  man¬ 
agement  tools  which  will  transfer  interest  rate  risk  to 
third  parties.  Such  tools  include  financial  futures  con¬ 
tracts  and  asset  brokerage  activities.  We  may  see  a 
substantial  increase  in  their  use  over  the  next  5  years. 

Until  very  recently,  the  inability  of  some  financial  in¬ 
stitutions  to  deal  effectively  with  balance  sheet  mis¬ 
matches  was  reflected  in  earnings  but  not  liquidity.  The 
net  worths  of  those  institutions,  however,  have  deterio¬ 
rated  to  the  point  where  profound  liquidity  concerns 
have  arisen.  Each  morning’s  newspaper  carries  tales  of 
woe  in  the  thrift  industry,  emergency  mergers,  creative 
accounting  techniques  designed  to  avoid  the  recogni¬ 
tion  of  losses,  conjecture  about  the  potential  inade¬ 
quacy  of  the  deposit  insurance  funds  and  loose  talk 
about  a  Depression.  It  is  quite  evident  that  the  founda¬ 
tion  is  being  built  for  a  crisis  of  confidence.  The  recent, 
well-publicized  runs  on  two  thrift  institutions  in  Connect¬ 
icut  and  California  serve  to  remind  us  how  tenuous 
depositor  confidence  can  be.  The  momentum  that  has 


been  building  has  prompted  both  Congress  and  the 
Reagan  Administration  to  proclaim  full  government  sup¬ 
port  of  the  deposit  insurance  funds.  Right  now  this 
concern  is  confined  to  the  thrift  industry,  but  we  must 
not  discount  possible  spillover  effects.  It  is  something 
that  will  require  vigilance. 

Such  concerns  will  be  eased  when  the  managers  of 
financial  institutions  reestablish  a  record  of  earnings 
consistency.  Sound  asset  and  liability  management 
practices  will  be  a  key  to  attaining  that  objective  Banks 
must  be  planning  for  that  future  now  and  should  be 
making  anticipatory  changes  in  operating  procedures. 

The  OCC’s  Strategic  Plan  for  the  decade  of  the  1 980’s 
lists  as  its  first  goal  the  need  to  comprehend  and  re¬ 
spond  to  the  increased  risks  associated  with  deregula¬ 
tion,  technological  advancement,  economic  conditions 
and  international  developments.  That  task  requires  that 
we  be  active  rather  than  reactive  in  our  approach  to 
reducing  systemic  risk.  We  intend  to  ensure  that  na¬ 
tional  banks  adapt  to  the  new  market  realities  with  a 
minimum  of  difficulty. 


Ronald  A.  Lindhart 

National  Bank  Examiner  (Policy  Analyst) 
and 

Robert  R.  Klinzing 

Deputy  Comptroller  for  Examinations 
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Interview  with  Dr.  Carl  Spetzler 


Recent  fast-paced  changes  in  the  markets  for  finan¬ 
cial  services  have  led  many  bankers,  brokers  and  insur¬ 
ance  companies  to  seek  the  assistance  of  consultants 
who  specialize  in  strategic  planning  The  time  horizons 
within  which  these  consultants  work  make  them  futurists 
who  must  1)  sense  the  direction  and  momentum  of 
technology,  consumer  needs  and  markets;  2)  design 
products  and  services  to  meet  those  changes;  and  3) 
do  all  that  keeping  in  mind  the  present  and  prospective 
resources  and  market  position  of  the  client. 

Dr.  Carl  Spetzler,  managing  director  of  the  Strategic 
Decisions  Group,  Menlo  Park,  Calif.,  is  one  such  consul¬ 
tant.  A  former  director  of  SRI  International's  Financial 
Industries  Center,  Spetzler  for  years  has  been  involved 
in  product  innovation  and  design  and  has  had  a  tremen¬ 
dous  effect  on  the  banking  environment.  For  example, 
during  his  time,  with  SRI,  they  developed  the  Cash 
Management  Account  (CMA)  for  Merrill  Lynch. 

Walter  D.  Rogers  of  OCC's  Economic  and  Policy  Anal¬ 
ysis  Division  recently  talked  with  Spetzler  and  others 
about  how  they  view  the  next  5  years. 

*  *  * 

Rogers:  What  do  you  do  exactly  and  how  do  you  do  it9 
Spetzler:  A  large  part  of  our  business  on  behalf  of 
clients  is  to  conceive  of  the  products  and  approaches 
that  will  "win"  before  someone  else  does.  We  try  to  ask: 
“What  service  or  instrument  would  really  be  successful 
in  the  emerging  environment?"  I  have  to  look  at  least  5 
years  ahead  to  figure  out  what  that  winning  "thing”  looks 
like.  This  usually  requires  a  perspective  beyond  the 
client's  traditional  business  and  often  a  better  under¬ 
standing  of  the  customer’s  financial  needs  than  the  cus¬ 
tomer  himself  possesses.  Then  the  client  asks  "How  do 
we  build  towards  it?  What  pieces  do  we  have  to  ag¬ 
glomerate9  How  do  we  have  to  change  them?  How  do 
we  have  to  make  them  more  efficient?  How  do  we  have 
to  tune  them  to  the  customer?  How  do  we  have  to  train 
personnel  differently?  What  back  office  must  we  have?” 
Rogers:  What  do  you  think  will  "win"  in  financial  services 
in  the  future9 

Spetzler:  First  of  all,  the  “winning  financial  institution”  in 
the  broad  retail  market  does  not  look  like  a  traditional 
bank  or  savings  and  loan.  The  winner  will  be  an  institu¬ 
tion  with  all-around  transaction  processing  capability 
and  an  all-around  financial  advisory  capability  that  is 
not  tied  to  just  one  product. 

Rogers:  Could  you  explain  what  makes  you  think  that9 
Spetzler:  The  most  important  trend  that’s  occurring  in 
financial  markets  today  is  a  tremendous  competition  for 
the  integrated  customer  relationship.  It’s  an  attempt  to 
rationalize  the  thirty-some  products  which  the  more  af¬ 
fluent  customer  receives  from  twenty-odd  financial  in¬ 
stitutions.  That  should  reduce  to  just  three  or  four  key 
relationships. 

There's  also  a  shift  from  a  product  focus  to  a  customer 
focus.  The  competition  will  be  for  the  distribution  sys¬ 
tem,  because  the  person  who  owns  the  link  or  relation¬ 
ship  to  the  customer  gains  most  of  the  profitability  in 


consumer  financial  services. 

Rogers:  So  that  rationalization  of  relationships  means 
the  rationalization  of  banks,  savings  and  loans  and 
other  financial  services? 

Spetzler:  Right.  There  is  no  way  that  the  whole,  ineffi¬ 
cient  distribution  mechanism  for  financial  services 
which  has  been  built  up  because  of  the  protective  reg¬ 
ulatory  and  legislative  barriers  won’t  have  to  collapse. 
By  collapse,  I  don't  mean  total  disaster;  I  mean,  what 
happened  to  gasoline  service  stations  and  mutual  fund 
sales  forces.  One  of  the  worst  risks  in  the  current  en¬ 
vironment  is  to  have  a  broad  traditional  distribution  sys¬ 
tem.  Large  bank  branch  systems,  like  large  brokerage 
and  insurance  sales  forces,  are  sitting  ducks  for  a  more 
effective  system. 

tern.  In  a  world  of  deposit  rate  regulation  and  strict 
product  barriers  for  financial  institutions,  it  had  the  best 
mechanism  for  gathering  low-cost  deposits.  Now,  with 
those  barriers  eroding,  it  has  the  worst  mechanism — 
overnight.  What  is  the  first  decision9  Marginal  branches 
have  to  go.  Operations  have  to  be  centralized.  The 
efficiency  and  sales  volume  of  the  remaining  branches 
must  be  increased  and  the  bank  has  to  offer  products 
and  services  worth  the  cost  of  operating  whatever  net¬ 
work  remains. 

At  the  same  time,  everyone  in  the  market  is  figuring 
out  how  to  sell  the  other  guy’s  product.  Ask  almost  any 
financial  institution  today  what  it  is  planning  and  you’ll 
hear,  “We  have  3  million  customers  and  we’re  going  to 
sell  them  all  their  financial  services."  In  other  words,  the 
answer  is  cross-selling.  But,  if  you  talk  to  10  organiza¬ 
tions,  you’ve  counted  the  same  customers  at  least  three 
or  four  times. 

Cross-selling  alone  just  doesn't  add  up.  One  organi¬ 
zation  could  survive  through  cross-selling,  but  all  can't 
There  aren't  that  many  customers.  If  every  firm  cross- 
sells  equally,  the  bank  with  3  million  customers  will  only 
have  300,000. 

As  I  said  before,  organizations  that  own  the  present 
large  distribution  networks  are  going  to  have  a  terrible 
time  changing.  I’ve  only  mentioned  financial  institution 
branches  but  could  add  insurance  sales  forces  and 
brokers.  At  major  brokerage  houses,  the  best  account 
executives  sell  only  one  product  They  make  good  sal¬ 
aries  based  on  transaction  volumes,  and  have  built  a 
clientele  with  some  degree  of  loyalty.  They  can’t  afford  to 
cross-sell  and  the  firm  can’t  change  commissions  struc¬ 
ture  to  make  them  want  to  cross-sell  without  losing  their 
best  producers. 

Rogers:  Well,  who,  if  anyone,  will  “win"  out  of  all  this9 
Spetzler:  The  consumer.  He’ll  get  the  benefit  of  lower 
prices  and  better  services. 

Rogers:  Earlier,  you  described  an  “institution  with  all- 
around  financial  advisory  capacity  that  is  not  tied  to  any 
one  product."  I  don't  think  I  really  see  where  you  think 
this  is  going  to  come  from 

Spetzler:  We've  been  talking  about  depository  institu¬ 
tions  as  we  presently  know  them  It’s  not  that  simple 
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We're  going  to  have  to  start  thinking  of  impersonally  sold 
financial  services  That  impersonal  relationship  will 
arise  because  the  vendor  will  be  transaction-oriented, 
and  will  not  be  selling  anything  complex  or  advice¬ 
laden  At  the  same  time,  however,  some  financial  ser¬ 
vices  that  require  a  personal  relationship  of  advice  and 
trust  will  be  sold  more  personally. 

A  credit  card  is  impersonal;  you  don’t  talk  to  anybody 
about  your  credit  card  or  get  advice  about  how  to  use  it. 
Likewise,  a  checking  account  is  impersonal  as  are  all 
your  heavy  transaction-based  products.  For  such  ser¬ 
vices  the  consumer  wants  reliability  error-free  conve¬ 
nience,  reasonable  price  and  is  not  willing  to  pay  for 
advice. 

Personal  financial  services  are  ones  that  have  to  deal 
with  risk  and  time  planning.  Retirement  planning,  chil¬ 
dren's  education,  emergency  planning  and  estate  plan¬ 
ning  all  fall  into  this  category  They  have  to  do  with 
personal  goals  and  involve  trade-offs  between  con¬ 
sumption  and  savings  and  between  risk  and  return. 
These  require  personal  selling  or  distribution.  Such 
products  can  be  bundled,  but  they  still  imply  advice 
and  counseling,  in  short,  a  personal  relationship. 

The  personal/impersonal  financial  service  distinction 
is  going  to  drive  the  change  in  financial  institution  struc¬ 
ture. 

Which  of  the  present  vendors  of  financial  services 
would  you  trust  with  the  expanded  personal  advisory 
role7  In  their  present  form,  each  would  recommend  only 
products  and/or  services  it  produces  or  sells.  Not  very 
creditable  behavior  for  a  real  planner.  True  financial 
planning  will  be  a  package — a  system  sale.  Someone 
will  determine  the  consumer’s  needs  and  then  decide, 
impartially,  what  financial  services  fit  those  needs. 
Rogers:  Who  will  be  best-positioned  to  offer  this  new 
kind  of  service? 

Spetzler:  No  major  firm  is  yet  so  positioned.  Because 
the  best  salesmen  can  not  get  beyond  their  one  product 
orientation,  new  sales  forces  will  emerge  and  only  a  few 
others  will  convert.  In  the  life  insurance  industry,  the 
carriage  trade  companies  will  convert  most  effectively. 
Right  now  a  few  independent  planning  companies  are 
doing  very  well.  They’ll  probably  expand  and  spawn 
many  offices.  I  can’t  put  my  finger  on  the  winner  or  the 
industry,  because  no  type  of  institution  has  either  a 
privileged  position  or  the  most  serious  obstacles.  Lead¬ 
ers  in  each  industry  will  make  the  transition.  Thus,  the 
evolution  is  uncertain.  However,  all  institutions  with  a 
single  product-line  focus  will  be  under  tremendous 
pressure  and,  as  that  pressure  increases,  it  will  be  more 
difficult  for  them  to  convert. 

Rogers:  How  about  the  banks  in  all  this?  Sounds  like 
they’d  fit  perfectly  into  the  role  of  the  “transactions  pro¬ 
cessor,  but  what  about  the  personal  impartial  advisory 
role7 

Spetzler:  I  think  that  banks  will  be  an  important  part  of 


the  new  market.  In  the  current  market  they  are  probably 
the  most  restricted.  They  are  held  back  from  competing 
even  in  their  own  traditional  areas  of  business.  People 
like  banks’  image  of  safety  and  transaction  experience 
as  well  as  the  frequent  contact  that  banks  offer.  If  you 
ask  a  person,  "What’s  your  most  important  financial 
relationship?”  they’ll  tell  you  it's  their  checking  account 
because  they  have  frequent  interaction  with  it.  The 
banks  would  have  a  real  advantage,  but  they  are  limited 
by  their  friendly  regulators. 

They  can’t  compete  on  yield,  and  are  losing  deposits 
to  money  market  funds.  In  fact,  they  are  distracted  by 
an  endless  stream  of  new  allowable  but  not  preferable 
products,  with  last  minute  changes  in  specifications. 
The  need  to  go  around  the  law  has  increased  the  cost  of 
product  development,  a  hardship  particularly  for 
smaller  institutions.  They  are  hindered  in  competing 
based  on  distribution,  because  they  are  limited  to  (in  the 
cross-selling  of  insurance  or  investment  products)  a 
third  of  total  financial  services.  As  an  example,  banks 
officially  can’t  sell  mutual  funds  although  they  can  dis¬ 
tribute  someone  else’s  mutual  funds  as  an  agent.  You 
have  to  be  licensed  by  the  SEC  to  sell  a  mutual  fund,  but 
you  can’t  be  licensed  if  you’re  employed  by  a  bank.  It’s 
crazy. 

Things  will  be  simpler  by  the  time  the  Regulation  Q 
ceiling  rates  are  phased  out,  but  there  is  tremendous 
loyalty  in  financial  relationships  and  a  lot  of  inertia.  Once 
a  customer  has  shifted  to  a  CMA  account  with  Merrill 
Lynch,  it’s  going  to  be  hard  for  a  bank  to  get  him  or  her 
back.  We  believe  that  about  60  percent  of  deposits  are 
now  in  high-yield  instruments.  (That  is,  over  60  percent 
of  all  NOW  and  demand  deposits,  savings  accounts, 
money  market  certificates,  and  money  market  fund  ac¬ 
counts.)  We  expect  that  growth  to  continue  so  soon  the 
whole  issue  of  Regulation  Q  will  be  moot. 

As  far  as  banks'  ability  to  fulfill  the  personal  advisory 
function  goes — who  are  the  contact  people  at  a  bank7 
The  tellers — low  level,  transaction  people  that  custom¬ 
ers  stand  in  line  to  see. 

What  about  the  “personal  banker”?  That  person  is 
limited  in  what  he  can  sell  and  is  mainly  a  problem 
solver.  Right  now  the  personal  services  that  banks  can 
offer  are  too  limited,  but  there  is  an  opportunity  for  banks 
to  build  on  their  credit  relationships. 

Rogers:  Any  concluding  remarks? 

Spetzler:  Personal  savings  is  going  to  increase  because 
of  a  declining  reliance  on  social  security.  People  are 
smart  and  most  of  them  worry  about  their  retirement; 
they  have  lost  faith  in  government  and  are  deciding  they 
have  to  rely  on  themselves.  They  will  want  expanded 
personal  planning  services  as  well  as  cheaper  imper¬ 
sonal  transaction  services.  The  changes  in  distribution 
and  competition  I've  outlined  are  the  key  to  make  this 
come  about.  As  that  happens  it  will  create  greater  effi¬ 
ciency  and  benefit  for  customers. 
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Operations  of  National  Banks 


The  nation’s  economy  continued  to  decline  during  the 
first  quarter  of  1982  with  gross  national  product  drop¬ 
ping  more  than  5  percent  as  it  did  in  the  last  quarter  of 
1981.  Unemployment  also  rose  steadily  and  reached  9 
percent  in  March.  Although  inflation  dropped  signifi¬ 
cantly  (the  consumer  price  index  in  March  was  6.6 
percent  higher  than  a  year  earlier),  interest  rates  re¬ 
mained  at  high  levels.  In  addition,  there  was  slow  growth 
in  the  money  supply  during  the  last  half  of  1981.  In 
response  to  those  conditions,  national  bank  assets  were 
stable  in  the  first  quarter  after  only  moderate  growth  in 
1981.  There  were  signs  of  strength  and  stability  during 
the  quarter;  the  proportion  of  past  due  loans  at  domes¬ 
tic  offices,  which  rose  rapidly  in  1981,  was  unchanged 
between  December  1981  and  March  1982.  Large  na¬ 
tional  banks  reported  returns  on  assets  at  an  annual  rate 
of  0.64  percent  for  the  first  quarter,  the  same  as  in  the 
first  quarter  of  1981 . 

National  banks'  foreign  and  domestic  assets  totaled 
$1 .2  trillion  at  the  end  of  March  1 982,  8.6  percent  above 
March  1 981 ,  but  a  small  decline  from  December  1981 
During  1981,  national  bank  assets  increased  9.7  per¬ 
cent,  the  slowest  annual  increase  since  1975.  The  first 
table  in  this  section  provides  a  detailed  balance  sheet 
for  the  national  banking  system  as  of  March  31,  1982, 
with  comparable  data  for  March  31,  1981. 

The  asset  growth  that  did  occur  in  the  last  12  months 
was  concentrated  in  domestic  offices  of  national  banks. 
Domestic  office  assets,  including  a  net  amount  of  $20 
billion  due  from  foreign  branches  and  subsidiaries, 
grew  10.1  percent,  to  $960  billion,  from  March  1981. 
Foreign  office  assets  had  grown  more  rapidly  during  the 
1970’s.  Foreign  office  assets  as  a  proportion  of  consoli¬ 
dated  national  bank  assets  grew  from  9.3  percent  in 
1970,  to  20.6  percent  in  1980.  Since  March  1981,  for¬ 
eign  office  assets  (including  Edge  Act  subsidiaries  in 
the  United  States)  increased  only  3.2  percent  to  $239 
billion,  slightly  less  than  20  percent  of  consolidated 
assets.  A  complete  balance  sheet  for  the  127  national 
banks  operating  foreign  offices  is  provided  in  the  Statis¬ 
tical  Tables  section. 

Asset  growth  was  driven  by  strong  loan  growth  in 
spite  of  the  continued  high  level  of  interest  rates.  Net 
loans  increased  12.3  percent,  to  $668  billion,  account¬ 
ing  for  nearly  77  percent  of  total  growth  in  assets.  Com¬ 
mercial  and  industrial  loans  at  domestic  offices,  the 
largest  loan  category,  increased  more  than  23  percent 
to  $209  billion.  In  contrast,  holdings  of  mortgage  loans 
on  one-to  four-family  homes  increased  only  6.9  percent 
to  $91  billion,  reflecting  the  continued  depressed  state 
of  the  housing  market.  Additional  detail  on  domestic 
loan  portfolio  composition  is  available  in  the  Statistical 
Tables  section. 

In  contrast  to  the  continued  rapid  growth  in  loans, 
cash  and  due  from  depository  institutions  (more  than 
half  of  which  is  interest  bearing)  actually  declined  and 
total  holdings  of  securities  increased  only  3.2  percent  to 


$182  billion.  The  proportion  of  securities  to  total  assets 
has  been  declining  steadily  and  now  equals  15.2  per¬ 
cent  of  total  assets  compared  to  21 .5  percent  a  decade 
ago.  Banks  also  have  been  reducing  the  average  matu¬ 
rity  of  their  investment  securities.  At  the  end  of  March, 
25.3  percent  of  government  issues  held  at  domestic 
offices  were  due  in  1  year  or  less,  up  from  21 .4  percent 
a  year  earlier. 

Other  non-interest  bearing  assets  grew  more  rapidly 
than  total  assets  increasing  18  percent  in  12  months  to 
$92  billion.  Other  real  estate  owned  was  the  fastest 
growing  component,  increasing  $351  million  or  27.3 
percent  over  March  1981. 

Continued  high  interest  rates,  the  popularity  ot  new 
deposit  instruments  and  competition  from  money  mar¬ 
ket  funds  further  fueled  the  continuing  rapid  shift  in  the 
liability  structure  of  national  banks.  Total  deposits  at 
domestic  offices  increased  8  percent,  slightly  below 
asset  growth,  but  interest  bearing  deposits  increased 
rapidly.  Demand  deposits  actually  dropped  $23  billion 
in  12  months  to  $190  billion.  That  decline  reflected  in 
part  transfers  to  interest  bearing  NOW  and  ATS  ac¬ 
counts  which  increased  $11  billion,  or  42.4  percent,  to 
$38  billion  during  the  period.  However,  other  savings 
accounts  continued  to  decline,  dropping  nearly  $7  bil¬ 
lion  to  $86  billion.  Traditional  core  deposits — demand 
and  savings  deposits  at  domestic  offices  now  equal 
only  26.2  percent  of  national  banks’  assets.  In  contrast, 
those  deposits  were  more  than  40  percent  of  total  as¬ 
sets  in  1977. 

The  decline  in  core  deposits  has  been  offset  by  the 
continued  rapid  growth  of  time  deposits  at  domestic 
offices  and  other  purchased  funds.  Time  deposits  grew 
22.5  percent  to  $384  billion  during  the  12  months  end¬ 
ing  in  March  1982.  Nearly  half  of  those — $190  billion — 
are  deposits  of  $100,000  or  more  which  are  not  subject 
to  interest  rate  ceilings.  Money  market  certificates  of 
deposit  (MMCDs),  the  next  largest  component,  were 
introduced  in  1978  and  now  total  $1 19  billion.  However, 
other  time  deposits  was  the  fastest  growing  component 
increasing  31  percent  to  $74  billion.  This  category  in¬ 
cludes  Small  Savers  Certificates  and  the  new  tax-ex¬ 
empt  All  Savers  Certificates  introduced  in  December 
1981.  By  March  31,  1982,  national  banks  had  issued 
$11  billion  in  All  Savers  Certificates.  Detail  on  deposits 
in  domestic  offices  is  available  in  the  Statistical  Tables 
section. 

With  the  exception  of  foreign  office  deposits,  other 
sources  of  market  rate  funding — federal  funds  transac¬ 
tions,  demand  notes  issued  to  the  U  S.  Treasury  and 
liabilities  for  borrowed  money — continued  to  grow  con¬ 
siderably  more  rapidly  than  total  assets  Purchased 
funds  (large  time  deposits  and  the  market-rate  funding 
sources  listed  above)  now  equal  45  8  percent  of  total 
assets.  If  MMCDs  are  included  in  that  measure  the 
proportion  is  55  8  percent 

Despite  the  pressure  of  increasing  reliance  on  mar- 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  March  31,  1981 ,  and  March  31,  1982 

(Dollar  amounts  in  millions) 


,  1981  - 
82 
ited 

c 

L0 

co  r—  03  co 

CM 

CO 

CM  CM 

CO 

zr  zr  o 

zr 

r—  cd  r—  cd  co  cd 

zr 

O  CM 

CM 

CO  CO  LO  LD  m 

zr 

Is- 

N030t- 

03 

CD 

CO 

O  D  O  N 

CM 

CO 

CO  CO 

CO 

CD 

CO  co  co 

CD 

zr  O  CO  CM  O  N 

o 

CO  CO 

CM 

T— 

NM-CDDO 

CD 

Is-. 

03  LO  CM  CD 

CO 

CD 

o 

•*— 

CO  CM  CO  LO 

CO 

T— 

CM  CO 

CM 

co 

zr  Is-  co 

CO 

N  N  <D  lO  (D  N 

co 

O  Is- 

zr 

h- 

zr  cd  co  h- 

oo 

CM 

co  r--  lo  cm 

CD 

CO 

^  03 

CD 

1 

|  T“ 

^ — 

T -  T - 

■» — 

T-  CM  D- 

1 —  1 — 

CM  T-  T-  T- 

LO  1— 

CO  TD 

sz  -  o 
Em  ^ 
o 

5  o  O 

CL 

1 

03  co  co 

i— 

co 

LO  Is- 

co 

zr 

zr  T—  -r— 

CM 

cm  zr  zr  03  co  i- 

CM 

CD  CO 

LO 

LO  O  Is-  03  CO 

o 

o 

CM  CM  h-  03 

o 

CM 

c 

co 

CD  CD  m  CM 

Is-. 

CO 

CO  CM 

CO 

h- 

CO  LO  LO 

CO 

CD  CD  r—  LO  CD  m 

CM 

O  CM 

1 — 

CO 

CO  CM  CD  LD 

03 

o 

CD  CM  O  03 

03 

CO 

CD  CD  >> 

3 

co 

LO  00  'sj'  CD 

CO 

03 

O  CO 

CM 

co 

CO  CO  CM 

CO 

CM  CM  1-  1-  CO  LO 

03 

O  CD 

CO 

Is- 

lo  zr  lo  cm 

CD 

03  O  N 

Is- 

co 

ai^  3 

CO 

T-  CO  CM 

lo’ 

zr 

cd 

CM  1- 

lo’ 

cm’  cd’  cm’  co’  1 

T— 

co  zr 

00 

o’ 

zr  cm  o 

CD’ 

1 

i-  cd 

lo’ 

LO 

m  LL 

E 

1 

1 

Is- 

Is-. 

(D 

■*“  CD  1 

LO 

CM  Is- 

CD 

1—  T— 

00 

03 

0 

_£Z 

<c 

eo 

1 

1 

o 

o 

0 
0  (D 

T- 

CM^M-O 

CD 

LO 

Is-  CM 

LO 

r- 

T-  O  CD 

Is- 

CO  CO  h-  O  CM  O 

CO 

LO  CO 

o 

CO 

CO  CM  r—  (D  LD 

^ _ 

03 

•*—  LO  LO  CD 

Is- 

g  o 

ODND 

CM 

Is- 

O  CM 

CO 

co 

to  co 

CO 

CO  CO  CO  CM  CO  o 

LO 

CM  CM 

LO 

ocoot-d 

CD 

LO 

O  N  LO  t — 

zr 

CD 

CvJ 

b 

C\J 

D-DNcO 

■p 

CM 

O  CO 

h- 

OCOCD 

CO 

00  Is-.  03  CM  CM  zr 

zr 

CD  tD 

zr 

03  Is-  CO  CD  LO 

CD 

CM 

T-  O  CO  CD 

zr 

CO 

co 

03  <2 

O  O 

CO 

CFKOOt- 

LO 

CO 

Is-  cd 

o 

cd 

r—  ■>-  o 

o 

or  i-  co  cd  cd 

Is- 

03  Is- 

Is-* 

CM  CD  O  t—  O 

03’ 

co 

cd  o’  cd 

o 

Q 

o 

co  co 

Is- 

co 

CO 

T-  h- 

CO 

lo  lo  zr  co 

03 

CO  o 

03 

^  ^  CD 

co 

3—  CM  CO 

CD 

CD 

1—  c 
-  0 

eo 

LO 

LO 

03 

•*—  zr 

tD 

T-  LO 

CD 

00 

03 

JZ  00 

o® 

CD 

moN^f 

CO 

^ _ 

CO  CD 

CM 

03 

CO  LO  LO 

CO 

CO  CO  Is-  O  CM  O 

CO 

LO  co 

CO 

CD  CM  CD  CD  T- 

CM 

CD 

T-  LO  lo  CD 

h- 

CD 

0  0'^ 

C\J 

CD  CD  CD  CO 

CM 

i — 

CM  CO 

03 

o 

CD  CO  LD 

LO 

CO  CD  CO  CM  00  o 

LO 

CM  CM 

CO 

CM 

T-  CO  CM  CO  CM 

o 

o 

ONLOm 

zr 

LO 

TO  D  co 

CO 

lo  co  03 

00 

O 

O 

CD 

CM  CO  Is- 

CM 

co  r—  cd  cm  cm 

zr 

CD  LD 

CO 

CO 

CM  Is-  CD  CD 

CO 

LO 

O  CO  CD 

zr 

CM 

i:  C  Q) 
o  Cnc 

c  gjB 

cd 

CD  CO  t-  CD 

T— 

co’ 

LO  Is- 

CO 

o’ 

00  T  1 

CD 

t  zr  ■’ —  co  03  co 

03  h- 

Is- 

lo’ 

CO  CO  , —  ▼ —  CD 

cd 

cd 

cd  o’  cd 

Is-’ 

03’ 

03 

co  co  i— 

CO 

h- 

CO 

■» - 

T  h- 

CD 

lo  lo  zr  co 

tD 

CO  o 

1 — 

T - 

T-  CM  CD 

CM 

•«—  CM  CO 

CD 

03 

CO 

CO 

■*—  zr 

CD 

LO 

CM 

CD 

1— 

o  o  ° 
O'*- 

eo 

1 

O 

0 

CO 

o  t- 

LO 

CD 

CO  CM 

CO 

tn  to 

00 

LO  03  CO  1-  O  T— 

T-  o 

o 

O  CM  lo  03  LO 

CM 

o 

03  co  co  r^ 

Is- 

CO 

0  0 
®.o 

C\J 

■,  co  to  ■, — 

CO 

o 

CM  CO 

CD 

CO 

O  CD  O 

CD 

CD  CO  CD  CD  CO  rn 

CO 

CO  o 

CO 

O  CD  . —  CD  . — 

03 

LO 

co  lo  zr  t— 

LO 

03 

_ 

o 

O  CO  CO 

CD 

LO  O 

zr 

o 

co . —  oo 

CO 

ozr  not-o3 

LO 

CD  CD 

LO 

CO  CO  Is-  CO  T- 

CO 

co 

T  CO  T - 

CD 

CO 

58  05 

§  3= 

o 

T-  CD  00  O 

cd’ 

CO 

Is--  CO 

co’ 

rn  i—  CO 

cm’ 

CO  , —  t —  CO  CD 

lo’ 

CM  CM 

LD 

00  LO  Is-  1— ’  03’ 

l^-~ 

co" 

cm’  03’  O 

cm’ 

03 

Q  ^ 

1 — 

lo  cm  t- 

CD 

CD 

CD 

T-  CD 

r-- 

CD  CO  rn  ^3- 

zr 

1-  CO 

zr 

cd 

o 

T -  -1 —  CO 

CD 

Is- 

■*-  C 
-  0 

zr 

zr 

CO 

■«-  CO 

CD 

cm  zr 

CD 

CO 

CO 

CD  CD  -C 
TO  co 

^  C  CD 

CD 

cm  co  co 

LO 

co 

CO  CD 

zr 

LD 

■'t  ^ 

zr 

LO  03  CO  1-  O  1- 

T-  O 

CO 

zr 

t —  CM  03  r--  00 

CM 

CD 

03  CO  00  Is- 

Is-. 

zr 

CD 

LO  CM  CM  LO 

LO 

zr 

CD  O 

LO 

CO 

co  co  o 

Is-. 

CD  00  CD  CD  00  ^3- 

CO 

co  o 

LD 

00 

CO  CD  CM  CO  CD 

o 

co  lo  zr  t— 

LO 

Is- 

0 

2 

CD 

t—  co  o  o 

o 

co 

O  CM 

CO 

Is- 

03  CM  LO 

CO 

O  m  1—  O  ■<-  <D 

ID 

CD  CD 

o 

LD 

CD  CO  O  CO  LD 

CD 

CD 

T—  CO  ■»— 

CD 

CO 

O  Op 

T - 

■>-  cd’  cd’  cd’ 

co’ 

co’ 

t-  CD’ 

zr 

<d’ 

lo’  T-  o’ 

co’ 

'JCOVt-  co’  CD 

LO 

CM  CM 

CD 

zr 

CO  LD  CD  f-  CT) 

co’ 

co’ 

CM  03’  o’ 

1 — 

cd 

^  aj  n 

O 

LOCMNt- 

zr 

o 

CD 

CD 

CD 

CD  CO  'J  M- 

zr 

1-  CO 

o 

LO 

CD  T-  LD 

CO 

■’  t  CO 

CD 

o 

o 

CM 

■’ 

CD 

LO 

T-_ 

1-  CO 

CD 

CM  m 

CM 

00 

o 

DO 

CD 

0 

CD 


CO 

c 

o 

0 

o 

Q_ 

o 

o 


o 

CO 

b 

CD 

E 

(D 

0 

03 

03 


CO 

b 

0 

CO 

< 


CO 

c 

o 


CO 

c 

> 

o 

CO 

o 

a 

CD 

O 

E 

o 

CD 

3 

~o 

TD 

c 

03 

x: 

CO 

03 

o 


"O 

c 

03 

CO  ^ 
03 

o  o 

si 
0)-> 
CD  T3 
-Q 
C  3 
CD  to 


a) ; 


O)1 
.  1 

WCO  i 

0)  —J  ( 

•"£5  ' 

3  CD  ' 

ox;  < 
Sol 
>>o  1 

O  (O  l 
c  1 

SB; 

03  < 

03' 
00  25  j 
DOC 


CD 

"O 

c 

3 


TD 

CD 

CO 

03 

sz 

O 

5 

CL 

CO 

(D 


CD 

E 
o 
o 

C  CO 
-  CD 
"O  co 

c  o 


CO 

c 

03 

O 


CD 


CO 

0 

_Q 

03 

> 

0 

O 

CD 


C 

03 

-Q 

03 

C 

b 

0 

CO 

0 

Q. 

0 


TD 

C 

03 

co’ 

0 

3 

X 

"O 

c 

0 

0 

3 


CO 

0 

CO 

E 

0 

Q. 

c 

0 

-Q 

C 

0 


0 


O 

o 

0 

i  ^ 

°S 

i  a>  to 

1  2  v- 

to  <D 

i  03  •£ 

,  ro  ° 

CD  = 

a:  < 


o 

a. 

c  o 

o  o 

O  0 

0-  co 

o  9- 

o  JZ 

O  w 
C 
0 


0 

cz 


CO 

Q. 


0 

CL 


£  JO 
0  0 
c  ZJ 

■  p 

> 


0 

Q--_ 


td 

'  c 


> 

TD 

n 

ZJ 

co 


O 

CL 


0 

O 

0 

_c 

o 

’co 

0 


0 

co 

co 

0 

0 

£ 


-O 

0 


_co 

0  M_ 

ZJ  o  - 

"9  0  0 

111 

OD  O  ^ 

co  CO  ^  to  (n  O 
—  O)  ■  -t;  — 

g  gCO  ro  co  o 

Q-  ro  -1  “  0.-0 

•n  ™nn  ®  c 

TD  O  O  -q  CD 

o?  <3  i3 
Lj  ra  CO  co  sz 
E  E  cl  cl  o  tr 

CD  E  CD  CD  —  CD 

DPDQCO 


CO 

CD 

o 

‘o 

g 

to 

CD 

E 

o 

-Q 


— ;  to 


co 

O 

Q. 

CD 

X3 


co 
O 
CL 
CD 
TD 
CO  CO 

if 
f « 


CD 

O 


c 

CD 

E 

CD 

O 


CO 

CD 

O 


c 

CD 

0) 

O 


CO 

o 

CL 

CD 

-o 

"cD 

.O 


CD 

CO 

CD 

sz 

g 

3 

CL 

CD 


c 
CD 

E 

CD 
CD 

O)  ?>' 
CD  3 
w  CO 
CD  CD 
TO  CD 

p  GO 

OD 

0 

0  o 
0 


0 
0 
0 
0 
P 

O 
0 
N 

2 
Q. 
0 
O 

TD  O 

0  ^ 

ZJ  >*  >* 


o  to  O 
CD-§ 
CO  E 


I  )  -O 
05  CO  S  CD 
CD 

O’O'O 

C  | 

o 


"O 

c 

0 


TD 

0 

0 

0 


C 

0 


C/3 

O 

CL 

0 

o 

0 

o 


"O 
c 
0 

_  E 

O  0 

3^ 

CL  03 

0  — 

?0 

3  n  0 

.  rr(  .-r. 


0 
0 
o  CD 

o  ®  (fl 

■*-  S  2> 

CO  CD  — 
“  CD 


—  c.  ™  cn- 

CD  co  —  CD  ^ 

Jr,  cd  Jr,  0)t 
cd  >-  cd  o 

t)  ^  u 


(D""  °  — 


_e6^< 


0 

o 

0 

o 

3 

o 

c 

^ — 

0 

0 

n 

> 

0 

TD 

0 

0 

TD 

0 

_ _ 

c 

0 

0 

TD 

0 

0 

c 

CL 

0 

0 

0 

o 

>s 

0 

o 

c 

0 

b 

0 

TD 

0 

0 

O  O 

o  o 

b 

Q. 

3 

Cr 

CL 

CO  oo 

0 

0 

o 

0 

c 

TD 

k — 

o 

n 

0 

o 

& 

D 

TD  C 
CD  o 

£  i 

2?  o 

TD 

0 

0  TD 

3  > 
9-td 

0 

£ 

Z} 

cr 

3  c 

co 

LU 

Q-OWD 

CO 

CD 

> 

CD 

co 

cd 

2 

Q. 

CD 

O 

cd 

sz 


TD 

c 

CD 

CO 

g 

a 

c 

CD 

CD 

c 


o 

cl 

CD 

o 

3 

Cr 

CD 

TO 

C 

CD 

co 

<D 


C 

CD 

-Q 

CD 

TD 

TD 

C 

CD 

to 

O 

O 

c 

TD 

0) 

TO 

c 

-Q 

o 

-Q 

D 

CO 

to' 

CD 


-Q 

CD 


CD 

o 

I — 


10 


*  Excludes  two  noninsured  national  trust  banks  with  total  assets  of  $3  million  and  two  national  banks  that  did  not  report  for  March  31,  1982. 


key-rate  sources  of  funding,  national  banks  continue,  in 
general,  to  operate  profitably.  Most  of  the  growth  in 
equity  capital  for  the  system  comes  from  retained  earn¬ 
ings.  Total  equity  capital  increased  nearly  $6  billion  in 
the  last  12-month  period,  a  9.4  percent  increase  that 
exceeded  the  growth  in  total  assets.  In  addition  to  that 
marginal  improvement  in  the  system's  equity  to  assets 
ratio,  national  banks  increased  their  allowance  for  possi¬ 
ble  loan  losses  more  than  13  percent  to  $7  billion,  equal 
to  more  than  1  percent  of  their  total  loans. 

Despite  the  continued  recession,  the  proportion  of 
domestic  office  loans  reported  past  due  by  national 
banks  remained  stable  at  4.9  percent  during  the  first 
quarter  of  1982.  A  year  earlier  delinquent  loans  stood  at 
4.3  percent,  but  rose  very  sharply  during  the  second 
half  of  1981 .  Real  estate  and  commercial  and  industrial 
loans  accounted  for  most  of  the  $6  billion  increase  in 
past  due  loans  to  $26.5  billion  during  the  past  year. 
Since  large  national  banks  typically  have  higher  propor¬ 
tions  of  past  due  loans  than  smaller  banks,  the  average 
banks’  delinquent  ratio  is  substantially  lower  than  that 
for  the  system  as  a  whole.  As  the  past  due  loans  tables 
in  the  Statistical  Tables  section  show,  the  average  na¬ 


tional  bank  reported  4  3  percent  of  its  loans  as  overdue, 
up  from  3.7  percent  a  year  earlier. 

Large  national  banks  reported  net  income  for  the  first 
quarter  of  1 982  of  $1 .5  billion.  Two  tables  in  this  section 
provide  balance  sheet  and  income  data  for  those  317 
banks.  They  had  total  assets  of  $964  billion,  80  percent 
of  the  assets  held  by  national  banks.  On  an  annualized 
basis  their  net  income  is  equal  to  0  64  percent  of  total 
assets.  The  292  banks  reporting  income  for  the  first 
quarter  of  1981  had  the  same  net  income  to  assets 
ratio 

Despite  a  significant  increase  in  the  volume  of  delin¬ 
quent  loans  at  domestic  offices  of  large  banks — 5.0 
percent  this  March  compared  to  4.5  percent  last  year — 
net  loan  losses  and  the  provision  for  possible  loan 
losses  declined  as  a  proportion  of  average  total  loans. 
Their  net  losses  of  $454  million  equaled  0.08  percent  of 
average  loans  compared  to  0.09  percent  for  the  large 
banks  reporting  last  March. 

With  large  bank  earnings  in  the  first  quarter  matching 
those  of  last  year  and  the  increase  in  equity  capital  for 
the  entire  system,  national  banks  continued  to  enjoy 
moderate  growth  in  earnings  and  assets. 


Consolidated  assets  and  liabilities  of  large*  national  banks,  March  31, 

(Dollar  amounts  in  millions) 


1982 


Cash  and  due  from  depository  institutions . 

U  S  Treasury  securities  . . 

Obligations  of  other  U  S.  government  agencies  and  corporations 
Obligations  of  states  and  political  subdivisions  in  the  United  States 
Other  bonds,  notes  and  debentures 
Federal  Reserve  stock  and  corporate  stock 

Trading  account  securities . 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

Loans,  total  (excluding  unearned  income) 

Less;  Allowance  for  possible  loan  losses 

Loans,  net . 


Lease  financing  receivables . 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank  premises. 
Real  estate  owned  other  than  bank  premises 

Investments  in  unconsolidated  subsidiaries  and  associated  companies 
Customers'  liability  on  acceptances  outstanding 

Other  assets . 


Total  assets 


Demand  deposits  of  individuals,  partnerships  and  corporations 
Time  and  savings  deposits  of  individuals,  partnerships  and  corporations 
Deposits  of  U  S  government 

Deposits  of  states  and  political  subdivisions  in  the  United  States 

Deposits  of  foreign  governments  and  official  institutions . 

Deposits  of  commercial  banks . 

Certified  and  officers'  checks . 


Total  deposits  in  domestic  offices. 


Total  demand  deposits . 

Total  time  and  savings  deposits 

Total  deposits  in  foreign  officest 
Total  deposits . 


Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 
Interest-bearing  demand  notes  issued  to  the  U  S  Treasury 

Other  liabilities  for  borrowed  money . 

Mortgage  indebtedness  and  liabilities  for  capitalized  leases 
Banks’  liability  on  acceptances  executed  and  outstanding. 

Other  liabilities . 


Total  liabilities 


Subordinated  notes  and  debentures . 

Preferred  stock . 

Common  stock . 

Surplus . 

Undivided  profits . 

Reserve  for  contingencies  and  other  capital  reserves. 

Total  equity  capital . 


Total  liabilities,  subordinated  notes  and  debentures,  and  equity  capital. 


31 7  banks 


Foreign f  and 

Domestic 

domestic  offices 

offices 

$174,192 

$  84,134 

29,049 

28,865 

17,387 

17,361 

53,151 

52,459 

5,728 

1,325 

1,204 

1,022 

8,827 

8,018 

33,001 

32,465 

554,977 

416,856 

5,740 

5,526 

549,237 

411,330 

10,285 

8,442 

13,515 

12,279 

1,214 

1,120 

1,179 

280 

39,329 

28,481 

26,396 

37,220 

963,694 

724,801 

112,397 

112,397 

312,443 

312,443 

1,465 

1,465 

27,484 

27,484 

3,366 

3,366 

33,995 

33,995 

4,789 

4,789 

495,940 

495,940 

144,190 

144,190 

351,750 

351,750 

217,868 

NA 

713,808 

495,940 

103,640 

103,327 

6,342 

6,342 

21,060 

9,742 

1,360 

1,344 

39,546 

31,093 

26,560 

25,884 

912,317 

673,672 

3,000 

2,752 

90 

90 

9,555 

9,555 

14,860 

14,860 

23,455 

23,455 

417 

417 

48.377 

48,377 

963,694 

724,801 

*  Large  national  banks  include  all  those  with  assets  over  $300  million  as  of  either  June  30,  1981  or  1980,  and  all  national  banks  with  foreign  of- 
fices 

t  For  reporting  purposes  foreign  offices  include  Edge  and  Agreement  subsidiaries  located  in  the  U  S  and  branches  in  Puerto  Rico,  U  S  Virgin 
Islands  and  U  S.  Trust  Territories. 
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Year-to-date  income  and  expenses  of  large*  national  banks,  March  31,  1982 

(Dollar  amounts  in  millions) 


317  banks 


Consolidated 

foreign  and 

Percent 

domestic 

distribution 

$21,018.3 

67  8 

3,474.6 

11.2 

1,255  5 

4  1 

1,287.3 

4.2 

929.6 

3.0 

214  4 

7 

310.7 

1.0 

443  6 

1  4 

385  4 

1.2 

902  9 

2.9 

771.7 

2.5 

30,993.7 

100  0 

3,436.0 

119 

4,905.2 

170 

7,430.3 

25  8 

4,708.1 

16  3 

3,497.5 

12.1 

1,026.2 

3.6 

74.4 

3 

1,071.0 

3.7 

6189 

2.1 

2,029  9 

7.0 

28.797  5 

100  0 

2,196.2 

558  0 

1,638  2 

-160  2 

-52  5 

-107.7 

1,530  5 

1.0 

1,531.5 

601  9 

.5 

602  4 

179  5 

633.7 

454.2 

55.0 

14  8 

11  1 

12  0 

92  9 

64 

12  66 

Operating  income: 

Interest  and  fees  on  loans . 

Interest  on  balances  with  depository  institutions . 

Income  on  federal  funds  sold  and  securities  purchased  under  agreements  to  resell  .  . 
Interest  on  U  S.  Treasury  securities  and  on  obligations  of  other  U  S  government  agencies 

and  corporations . 

Interest  on  obligations  of  states  and  political  subdivisions  in  the  United  States . 

Income  from  all  other  securities  (including  dividends  on  stock) . 

Income  from  lease  financing . 

Income  from  fiduciary  activities . 

Service  charges  on  deposit  accounts 

Other  service  charges,  commissions,  and  fees . 

Other  operating  income . 

Total  operating  income  . 

Operating  expenses 

Salaries  and  employee  benefits  . 

Interest  on  time  certificates  of  $100,000  or  more  (issued  by  domestic  offices) 

Interest  on  deposits  in  foreign  offices . 

Interest  on  other  deposits . 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 
Interest  on  demand  notes  issued  to  the  U  S.  Treasury  and  on  other  borrowed  money 
Interest  on  subordinated  notes  and  debentures . 

Occupancy  expense  of  bank  premises,  net  and  furniture  and  equipment  expense . 

Provision  for  possible  loan  losses . 

Other  operating  expenses  . 

Total  operating  expenses . 

Income  before  income  taxes  and  securities  gains  or  losses. 

Applicable  income  taxes . 

Income  before  securities  gains  or  losses .  . 

Securities  gains  (losses),  gross . 

Applicable  income  taxes . 

Securities  gams  (losses),  net 

Income  before  extraordinary  items. 

Extraordinary  items,  net  . 

Net  income . 


Cash  dividends  declared  on  common  stock 
Cash  dividends  declared  on  preferred  stock 

Total  cash  dividends  declared  . 


Recoveries  credited  to  allowance  for  possible  loan  losses 
Losses  charged  to  allowance  for  possible  loan  losses  .  .  . 


Net  loan  losses . 

Ratio  to  total  operating  income 
Interest  on  deposits 
Other  interest  expense 
Salaries  and  employee  benefits 
Other  noninterest  expenses 
Total  operating  expenses 

Ratio  of  net  income  to 
Total  assets  (end  of  period) 

Total  equity  capital  (end  of  period) 


*  Large  national  banks  include  all  those  with  assets  over  $300  million  as  of  either  June  30,  1981  or  1980,  and  all  national  banks  with  foreign  of¬ 
fices. 
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Remarks  by  C.T.  Conover,  Comptroller  of  the  Currency,  before  the  Association  of 
Reserve  City  Bankers,  Phoenix,  Ariz.,  April  5,  1982 

“Banking  in  a  Changing  Economic  Environment” 


Since  this  is  my  first  opportunity  to  meet  with  you,  I 
want  to  spend  our  time  this  morning  exploring  five  broad 
topics:  my  philosophy  regarding  regulation;  the  prob¬ 
lems  I  see  facing  the  banking  industry;  how  the  industry 
has  performed  in  light  of  those  problems;  solutions  to 
industry  problems;  and  what  the  industry  ought  to  look 
like  in  the  future. 

Regulatory  Philosophy 

Let’s  begin  with  my  philosophy  of  regulation.  It  can  be 
summarized  in  five  simple  statements. 

First,  I  believe  customers  and  stockholders  matter. 
Government’s  first  responsibility  is  to  the  public — the 
depositor  and  the  borrower.  They  must  have  confidence 
in  the  banking  system.  Government's  secondary  re¬ 
sponsibility  is  to  provide  a  framework  of  laws  and  reg¬ 
ulations  so  managers  have  the  flexibility  to  adjust  to 
changing  conditions  as  they  strive  to  earn  good  returns 
for  their  stockholders. 

As  a  corollary,  I  believe  managers  matter  too — but 
only  insofar  as  they  serve  the  interests  of  customers  and 
stockholders.  Government  has  no  responsibility  to  pre¬ 
serve  the  jobs  of  managers  by  protecting  their  institu¬ 
tions  against  competition  or  acquisition. 

Second,  I  believe  the  marketplace  works.  It  is  the 
most  efficient  allocator  of  resources.  For  that  reason, 
laws  and  regulations  that  interfere  with  the  free  market 
should  be  tolerated  only  to  the  extent  necessary  to  carry 
out  the  fundamental  responsibilities  of  government. 
Bankers,  not  regulators,  should  design  products  on 
both  sides  of  the  balance  sheet. 

Third,  I  believe  competition  is  good.  It  benefits  the 
public,  strengthens  the  financial  system  and  ought  to 
be  promoted.  Unfortunately,  too  many  banks  pay  lip 
service  to  competition.  They  say  they  favor  it  but  often 
act  to  oppose  it.  We  see  this  opposition  in  comments  on 
proposed  legislation,  challenges  to  corporate  applica¬ 
tions  by  competitors,  objections  to  innovative  products 
that  might  “upset  the  competitive  balance”  and  re¬ 
sistance  to  any  change  in  geographic  restrictions.  The 
Office  of  the  Comptroller  of  the  Currency  takes  the  im¬ 
portance  of  competition  very  seriously.  We  will  do  every¬ 
thing  we  can  to  promote  rather  than  hinder  it. 

Fourth,  I  believe  that  success  should  depend  on  abil¬ 
ity.  The  growth,  profitability,  and  even  continued  exis¬ 
tence  of  individual  financial  institutions  ought  to  depend 
primarily  on  the  skill  of  their  management  teams  and 
their  acceptance  in  the  marketplace.  Success  ought  not 
to  be  assured  by  laws  and  regulations. 

Finally,  I  think  bankers  are  capable  and  honest.  The 
services  that  banks  can  offer  and  the  manner  in  which 
they  are  regulated  should  be  based  on  the  premise  that 
the  vast  majority  of  bankers  are  intelligent,  understand 
how  to  run  their  business,  can  assess  risks,  behave 
rationally  and  want  to  abide  by  the  law.  Any  other  prem¬ 
ise  would  result  in  too  much  government  interference  in 
the  affairs  of  private  businesses.  For  those  few  bankers 


who  do  violate  the  law  or  engage  in  unsafe  and  un¬ 
sound  banking  practices,  government  should  take 
quick,  fair  remedial  action. 

Customers  and  stockholders  matter;  the  marketplace 
works;  competition  is  good;  success  should  depend  on 
ability;  and  bankers  are  capable  and  honest.  These  five 
statements  form  the  basis  of  my  regulatory  philosophy. 
Let’s  turn  now  to  the  second  topic — problems  faced  by 
the  banking  industry. 

Problems  Facing  the  Industry 

In  my  view,  banks  face  four  major  problems:  high 
interest  rates,  heavy  competition  from  nonbank  institu¬ 
tions,  inability  to  compete  because  of  outdated  laws 
and  regulations,  and  significant  problems  in  the  thrift 
industry. 

There  is  no  question  that  interest  rates  are  too  high 
and  have  been  too  high  for  several  years.  Today  the 
prime  rate  is  still  hovering  around  16  percent,  despite 
the  fact  that  the  Consumer  Price  Index  has  been  in¬ 
creasing  at  a  seasonally  adjusted  rate  below  5  percent 
for  the  past  5  months.  These  high  rates  are  stifling  the 
economy.  They  are  putting  enormous  pressure  on 
banks,  and  affecting  both  interest  spreads  and  the  qual¬ 
ity  of  assets. 

The  second  big  problem  for  banks  is  nonbank  com¬ 
petition.  Nonbank  competitors  have  become  a  signifi¬ 
cant  factor  in  providing  financial  services  to  the  Ameri¬ 
can  public: 

•  Money  market  funds  have  grown  to  more  than 
$190  billion  in  just  5  years.  That’s  more  than  the 
combined  deposits  of  First  National  Bank  of  Chi¬ 
cago,  Security  Pacific,  Bankers  Trust,  Wells 
Fargo,  Crocker,  First  Interstate,  Marine  Midland, 
Mellon,  Irving  Trust,  and  First  National  Bank  of 
Boston. 

•  Increasingly,  nonbank  organizations  are  merging 
to  create  entities  with  the  potential  to  provide  the 
entire  spectrum  of  financial  services.  Sears  now 
owns  Allstate  Insurance,  a  savings  and  loan  as¬ 
sociation,  Dean  Witter,  and  Coldwell  Banker.  It 
has  25  million  credit  card  holders  and  more  than 
1 ,000  outlets  in  50  states.  Shearson  has  merged 
with  American  Express,  which  has  $20  billion  in 
assets  and  more  than  12  million  card  holders. 
Prudential  has  merged  with  Bache. 

•  Organizations  with  little  experience  in  providing 
financial  services  are  getting  into  the  act.  Na¬ 
tional  Steel  is  now  a  savings  and  loan  association 
holding  company;  it  owns  thrifts  in  California, 
New  York  and  Florida.  Gulf  and  Western  owns  a 
bank.  So  does  Parker  Pen 

A  lot  of  banks  still  don’t  recognize  this  competition 
Community  banks  and  some  regional  banks  are  still 
more  concerned  about  thrifts  and  multinational  banks 
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invading  their  markets  than  about  the  nonbank  competi¬ 
tors  that  are  already  there. 

Moreover,  in  the  face  of  this  increasing  competition, 
banks  find  themselves  hamstrung  in  their  ability  to  com¬ 
pete.  They  cannot  offer  market  rates  of  interest  because 
of  Regulation  Q.  They  cannot  offer  some  kinds  of  ser¬ 
vices  at  all — insurance;  securities  services,  including 
money  market  funds;  investing  in  real  estate;  and  under¬ 
writing  municipal  revenue  bonds. 

The  services  banks  can  offer  are  heavily  regulated. 
They  must  seek  regulatory  approval  for  new  products. 
They  cannot  open  new  offices,  change  their  names, 
open  an  automated  teller  machine  or  merge  without 
their  regulator’s  approval. 

The  result  of  all  this  is  that  banks  are  losing  customers 
and  may  find  themselves  stuck  in  a  profit  squeeze. 
Moreover,  the  heavy  hand  of  regulation,  or  protection,  if 
you  want  to  call  it  that,  has  inhibited  banks  from  devel¬ 
oping  their  competitive  skills.  It  is  clear  that  expanded 
powers  and  expanded  markets  are  essential  to  the  fu¬ 
ture  competitiveness  of  the  banking  industry. 

Finally,  banks  must  be  concerned  about  problems  in 
the  thrift  industry.  Those  problems  are  real.  Most  sav¬ 
ings  and  loans  lost  money  in  1981 .  The  chairman  of  the 
Federal  Home  Loan  Bank  Board  has  said  that  unless 
interest  rates  go  down,  900  savings  and  loans  may  have 
to  be  closed  or  merged  by  year-end  1983.  That’s  more 
than  two  each  working  day.  Those  statistics  mean  that 
the  thrift  industry  is  a  factor  in  every  decision  made  in 
Washington  concerning  bank  deregulation. 

These  four  factors — high  interest  rates,  nonbank 
competition,  inability  to  compete  and  sick  thrifts — pose 
significant  problems  for  the  banking  industry.  It  is  worth 
noting  how  banks  have  performed  over  the  past  5  years 
in  light  of  those  problems. 

Industry  Performance 

Overall  bank  performance  over  the  last  5  years  has 
been  undistinguished.  Returns  on  assets  have  been 
relatively  stable — 0.55  percent  for  multinationals,  0.80 
percent  for  regional  banks,  and  1 .00  percent  for  com¬ 
munity  banks.  Capital  ratios  have  been  under  pressure 
as  assets  have  grown  faster  than  equity.  Over  the  past  5 
years,  return  on  equity  has  averaged  about  13  percent 
for  all  banks.  That’s  not  very  good  compared  to  many 
other  industries — or  to  an  average  annual  increase  in 
the  Consumer  Price  Index  of  just  over  10  percent. 

Banks’  market  share  of  financial  assets  also  has  been 
declining  over  the  past  20  to  30  years.  Banks  accounted 
for  34  percent  of  financial  assets  in  1980,  down  from 
37  5  percent  in  1960.  The  situation  was  exacerbated  by 
the  growth  of  money  market  funds  in  the  last  5  years. 

Core  deposits  (savings,  checking,  and  NOW  ac¬ 
counts)  have  shrunk  as  a  percentage  of  total  deposits 
for  banks.  Regional  and  community  banks  are  particu¬ 
larly  vulnerable  to  the  continuation  of  this  trend  in  the 
future  Core  deposits  account  for  only  1 7  percent  of  total 
deposits  at  multinational  banks,  compared  to  33  per¬ 
cent  at  regional  banks  and  40  percent  at  community 
banks 

In  light  of  high  and  volatile  interest  rates,  banks  have 
managed  interest  spreads  reasonably  well.  Spreads 
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have  been  declining  for  multinationals  since  1979,  but 
they  have  improved  for  regional  and  community  banks; 
these  banks  have  earned  a  high  return  on  core  deposits 
because  increasing  yields  on  assets  have  more  than 
offset  the  decline  in  core  deposits.  But,  spreads  are 
likely  to  decline  in  the  future  because  of  the  pressure  of 
competition  and  because  liabilities  adjust  to  market 
rates  more  quickly  than  assets. 

For  most  banks,  the  level  and  trend  in  non-interest 
margins  are  not  good.  They  are  improving  for  multina¬ 
tionals  but  getting  worse  for  regional  and  community 
banks.  The  level  is  markedly  worse  for  smaller  banks. 

Asset  quality  deteriorated  in  1981  after  steadily  im¬ 
proving  for  the  previous  4  years.  Past  due  and  non¬ 
performing  loans  were  up,  due  primarily  to  problems 
with  large  national  and  international  credits.  And  al¬ 
though  net  charge-offs  were  not  bad  in  1981,  they  are 
likely  to  increase  significantly  in  the  next  2  years. 

Fortunately,  the  number  of  problem  banks  has  re¬ 
mained  steady  over  the  past  5  years.  Only  6  percent  of 
national  banks,  accounting  for  7  percent  of  national 
bank  assets,  were  rated  3,  4  or  5  under  the  CAMEL 
system  at  year-end  1981. 

However,  as  a  result  of  the  industry's  performance, 
and  with  an  eye  to  an  uncertain  future,  the  stock  market 
has  not  treated  the  industry  well.  Bank  dividend  payout 
ratios  are  too  high — and  were  up  in  1981.  They  aver¬ 
aged  40  percent  for  multinationals,  46  percent  for  re¬ 
gional  banks  and  36  percent  for  community  banks. 
Price  earnings  ratios  have  been  declining  for  banks  and 
are  below  those  for  other  industries.  In  1981,  they 
ranged  from  5.5  to  6.5  times  earnings — roughly  75  per¬ 
cent  of  that  for  Standard  &  Poor’s  400  Industrials.  Market 
prices  for  the  largest  banks  average  slightly  over  70 
percent  of  book  value. 


Solutions  to  Industry  Problems 

Clearly,  the  performance  indicators  for  the  banking 
industry  show  storm  clouds  moving  in  fast.  Government 
and  banks  must  act  now  to  address  the  problems  facing 
the  banking  industry.  Government  must  deregulate  and 
banks  must  adjust  to  deregulation. 

What  Government  Must  Do 

Government  must  deregulate  so  that  the  marketplace 
is  permitted  to  work  and  bank  managers  have  the  ability 
to  adjust  to  changing  economic  conditions.  Banks  must 
have  new  powers  and  be  able  to  expand  their  markets  if 
they  are  to  compete  successfully.  Deregulation  requires 
at  least  four  actions. 

First,  Congress  must  legislate  broader  powers  for 
both  banks  and  thrift  institutions — in  other  words,  enact 
some  version  of  S.  1720  introduced  by  Senator  Garn. 
That  means: 

•  More  powers  for  banks  and  thrifts,  including  the 
ability  to  provide  mutual  fund  services  and  un¬ 
derwrite  municipal  revenue  bonds. 

•  Preemption  of  state  usury  ceilings. 

•  Preemption  of  state  prohibitions  against  enforc¬ 
ing  due-on-sale  clauses. 


•  Emergency  authority  for  FDIC  and  FSLIC  to  ar¬ 
range  interstate  and  inter-industry  mergers. 

•  Less  statutory  restriction  on  bank  borrowing  and 
lending. 

Second,  Congress  must  act  to  remove  geographic 
and  inter-industry  barriers.  That  means  modifying  and 
eventually  eliminating  restrictions  on  geographic  expan¬ 
sion  of  banks  and  inter-industry  mergers.  Even  without 
congressional  action,  however,  the  regulators  should 
use  their  authority  to  knock  holes  in  those  barriers.  The 
Federal  Home  Loan  Bank  Board  has  permitted  several 
interstate  mergers  of  failing  thrift  institutions.  The 
Federal  Reserve  Board  can  permit  bank  holding  com¬ 
panies  to  acquire  thrift  institutions,  healthy  as  well  as 
failing.  The  Fed  approved  such  an  acquisition  this  past 
weekend. 

Third,  the  DIDC  must  act  to  remove  the  remaining 
interest  rate  ceilings  on  deposits  in  banks  and  thrift 
institutions.  The  Committee  has  already  established  a 
schedule  for  phasing  out  rate  ceilings,  and  it  ought  to 
approve  more  competitive  products  if  banks  and  thrifts 
are  to  compete  effectively. 

Finally,  the  regulators  must  make  regulation  less  bur¬ 
densome.  In  the  Comptroller’s  Office,  that  means 
streamlining  the  corporate  applications  process,  finding 
ways  to  examine  banks  more  efficiently,  and  reviewing 
all  regulations  to  eliminate  those  that  are  unnecessarily 
burdensome  or  outdated. 

What  Banks  Must  Do 

At  the  same  time  government  is  getting  on  with  the 
task  of  deregulation,  banks  must  adjust  to  the  deregu¬ 
lated  environment  by  doing  a  better  job  of  managing 
than  ever  before.  Bankers  should  focus  on  six  basic 
management  tasks. 

First,  individual  banks  must  decide  how  they  want  to 
compete — that  is,  they  must  identify  their  niche  in  the 
marketplace.  For  many  banks,  that  means  targeting 
specific  customer  groups  and  geographic  areas.  It 
means  giving  up  the  notion  of  being  all  things  to  all 
customers. 

Second,  banks  will  have  to  shift  the  mix  of  their  asset 
portfolios  away  from  long-term  fixed  rate  loans  so  that 
they  will  be  less  vulnerable  to  interest  rate  swings. 

Third,  banks  must  pay  careful  attention  to  managing 
interest  spreads.  They  will  tend  to  narrow  under  the 
increased  competition  of  a  deregulated  environment 

Fourth,  banks  must  generate  significant  increases  in 
their  fee  income,  either  by  developing  new  products 
and  services,  or  by  increasing  prices.  Fee  income  has 
grown  over  the  last  5  years,  but  it  is  still  not  high  enough. 
In  1981,  it  averaged  0.95  percent  of  assets  for  multina¬ 
tionals,  1 .06  percent  for  regionals,  but  only  0.76  percent 
for  community  banks.  It  needs  to  double  or  even  triple  in 
the  future. 

Fifth,  banks  must  cut  their  operating  costs.  Bank  op¬ 
erating  costs  have  grown  faster  than  assets  and  are  far 
too  high — two  to  three  times  the  average  for  money 
market  funds.  Operating  costs  are  2.1  percent  of  assets 
for  multinationals;  3.0  percent  of  assets  for  regional 
banks;  and  3.3  percent  of  assets  for  community  banks. 
They  cannot  be  allowed  to  outpace  asset  gowth  and 
must  be  brought  down. 


Finally,  banks  must  maintain  healthy  capital  ratios  so 
that  they  can  weather  the  transition  to  a  deregulated 
environment.  For  regional  banks,  the  OCC  has  estab¬ 
lished  a  floor  for  primary  capital  of  5  percent;  capital 
adequacy  for  multinationals  is  assessed  on  a  case-by¬ 
case  basis.  Maintaining  healthy  capital  will  require 
banks  to  watch  profitability,  dividend  payouts  and  asset 
growth  very  carefully. 

These  are  solutions  for  the  industry  as  a  whole.  In  fact, 
however,  different  segments  of  the  industry  have  already 
made  varying  degrees  of  progress  toward  reaching 
these  solutions.  To  a  large  extent,  multinationals  have 
already  adjusted  to  a  deregulated  environment.  Re¬ 
gional  and  community  banks  face  the  greatest  manage¬ 
ment  challenge  in  adjusting  to  deregulation.  They  are 
the  most  dependent  on  core  deposits  and  have  the 
highest  proportion  of  long-term  fixed  rate  assets.  They 
have  the  least  experience  in  asset/liability  management, 
the  highest  operating  costs  and  the  lowest  fee  income. 
Fortunately,  they  are  also  blessed  with  a  stronger  capital 
position  than  other  segments  of  the  banking  industry. 

Vision  of  the  Future 

Let's  assume  that  government  continues  to  move 
ahead  with  deregulation,  and  that  the  industry  adjusts 
successfully  to  a  deregulated  environment.  What  can 
we  expect  the  future  to  look  like?  It  may  be  useful  to 
speculate  about  what  the  future  ought  to  look  like  in  four 
areas:  industry  structure,  financial  products,  delivery 
systems,  and  the  role  of  government. 

The  structure  of  the  industry  should  be  significantly 
different  in  both  the  type  and  the  number  of  institutions 
providing  financial  services.  There  will  be  some  nation¬ 
wide  providers  of  financial  services — probably  no  more 
than  10 — which  will  be  all  things  to  all  people.  There  will 
be  a  greater  number  of  specialty  organizations  that 
provide  a  high  level  of  services  at  a  relatively  high  price. 
They  will  specialize  by  product,  by  market  segment  or 
by  product/market  combinations.  There  will  be  low-cost 
organizations  that  offer  a  narrow  product  line,  operate 
with  low  overhead  and  charge  low  prices. 

Banks  will  have  to  choose  which  kind  of  institution 
they  want  to  become.  Regional  banks  could  choose  to 
become  either  specialty  providers  or  a  combination  of 
full-service  and  specialty.  For  example,  a  regional  bank 
could  provide  the  full  range  of  services  to  a  large  geo¬ 
graphic  market,  as  well  as  carving  out  a  niche  as  the 
premier  bank  for  a  particular  industry.  Community  banks 
also  could  choose  to  become  specialty  providers  or 
combine  a  specialty  with  a  full  range  of  services  to  a 
limited  geographic  market.  In  all  likelihood,  new  en¬ 
trants — new  banks  and  nonbanks — will  be  the  only  low- 
cost  providers. 

Strategic  planning  will  become  extremely  important 
for  every  bank.  Each  institution  will  have  to  examine 
carefully  what  it  wants  to  do  and  why,  what  it  is  good  at 
doing  and  what  it  is  not.  There  will  be  no  room  for  self- 
deception.  The  self-examination  will  have  to  be  brutually 
honest  if  the  bank  wants  to  survive. 

The  total  number  of  institutions  in  the  future  is  likely  to 
be  considerably  smaller.  It  may  be  as  few  as  2.500.  or 
50  per  state — enough  to  ensure  a  high  level  of  competi¬ 
tion  and  little  danger  of  undue  concentration  The  ques- 
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tion  is  how  we  get  from  here  to  there.  Let's  assume  that 
this  reduction  could  be  achieved  through  merg¬ 
ers — 12,000  mergers — and  let's  assume  that  they  were 
spread  out  over  1 2  years.  That's  1 ,000  mergers  per  year 
or  almost  three  per  day.  The  regulators  don't  have  the 
capacity  to  handle  three  mergers  per  day.  For  that  rea¬ 
son,  if  no  other,  the  change  in  the  structure  of  the  indus¬ 
try  will  require  changing  the  procedures  for  handling 
bank  acquisitions. 

The  kinds  of  financial  products  offered  by  banks  and 
others  will  also  be  significantly  different,  because  they 
will  be  shaped  by  market  forces.  We  can  expect  to  see 
combinations  of  today’s  banking  products  with  products 
from  other  financial  service  providers.  Corporate  cus¬ 
tomers  may  want  a  combination  of  cash  management 
services  with  electronic  funds  transfer  and  investment 
services.  Consumers  may  seek  home  banking  services 
that  include  insurance,  real  estate  brokerage,  invest¬ 
ment  services  and  the  traditional  banking  services.  The 
Merrill  Lynch  Cash  Management  Account  has  demon¬ 
strated  beyond  any  question  that  the  public  is  receptive 
to  creative  combinations  of  traditional  services— if  they 
meet  a  market  need. 

Delivery  systems  in  the  future  will  move  away  from 
high-cost,  brick-and-mortar,  people-intensive  systems. 
They  will  take  full  advantage  of  technology.  Corporate 
customers  and  consumers  alike  will  gain  access  to 
financial  services  through  computer  terminals.  The 
technology  for  such  delivery  systems  probably  already 
exists — but  legal  barriers  get  in  the  way  of  its  use.  The 


solution  is  to  eliminate  those  barriers,  particularly  since 
nonbank  competitors  are  not  subject  to  such  impedi¬ 
ments. 

What,  then,  will  be  the  appropriate  role  for  govern¬ 
ment'?  It  seems  to  me  that  government  ought  to  provide 
a  framework  that  does  two  things:  permits  the  financial 
services  industry  to  evolve  in  response  to  market  forces 
and  continues  to  ensure  the  safety  and  soundness  of 
the  financial  system.  That  mandate  probably  requires  a 
different  regulatory  mechanism.  The  current  regulatory 
system  is  ill-equipped  to  facilitate  the  transition  into  the 
future  because  it  is  encumbered  by  too  many  outdated 
laws. 

Conclusion 

In  summary,  the  outlook  for  banks  is  not  particularly 
heartening  over  the  next  several  years.  Without  de¬ 
regulation,  banks  will  not  be  able  to  compete  against 
their  unregulated  competitors.  But,  deregulation  carries 
with  it  a  new  set  of  problems.  It  is  no  panacea.  It  will 
have  a  significant  impact  on  bank  performance.  And  it 
will  require  changes  in  the  way  banks  do  business. 

The  transition  to  a  deregulated  environment  will  not 
be  easy,  but  it  will  not  be  impossible.  If  they  are  to 
succeed  in  this  environment,  banks  must  take  a  realistic 
approach,  recognizing  both  the  pitfalls  and  the  pos¬ 
sibilities  for  growth.  The  best  managed  organizations 
will  make  the  transition  successfully  and  will  be  part  of  a 
stronger,  more  effective  financial  system. 


Remarks  of  Paul  M.  Homan,  Senior  Deputy  Comptroller  for  Bank  Supervision, 
before  the  Conference  of  State  Bank  Supervisors,  New  Orleans,  La.,  April  19, 
1982 


I  would  like  to  discuss  some  new  directions  in  super¬ 
visory  and  examination  policies  and  procedures  being 
taken  by  the  Office  of  the  Comptroller  of  the  Currency. 
The  new  directions  are  consistent  with  two  of  the  major 
supervisory  goals  which  grew  out  of  our  strategic  plan¬ 
ning  exercise  last  year: 

•  To  utilize  our  scarce  resources  in  ways  which  will 
maximize  our  efficiency  in  carrying  out  the  mis¬ 
sion  of  our  Office. 

•  To  develop  a  supervisory  posture  which  is  con¬ 
sistent  with  our  goal  of  taking  all  the  steps  toward 
deregulation  that  are  compatible  with  the  public 
interest  in  maintaining  a  safe  and  sound  banking 
system. 

Successful  achievement  of  these  goals  should  en¬ 
able  us  to  reduce  significantly  the  burden  of  regulatory 
on-site  examinations  and  at  the  same  time  preserve  the 
integrity  and  effectiveness  of  the  examination/supervi¬ 
sion  process  through  the  use  of  high  technology. 

In  recent  speeches  the  Comptroller  has  described 
how  these  goals  will  be  achieved: 

This  necessarily  will  involve  a  shift  of  OCC 
resources  to  the  industry  segments  that  repre¬ 
sent  the  greatest  risk  to  the  banking  system  as 
a  whole  /  e  ,  from  smaller  to  larger  banks  and 


from  well-managed  banks  to  not-so-well  man¬ 
aged  banks — without  increasing  the  burden  of 
regulatory  compliance. 

Multinational  Banks 

We  began  shifting  our  resources  in  1979  when  we 
established  our  Multinational  Banking  Division.  This  di¬ 
vision  was  given  centralized  supervisory  responsibility 
for  the  1 1  largest  national  banks,  which  hold  44  percent 
of  the  assets  of  the  national  banking  system. 

Since  the  establishment  of  this  division,  we  have  dra¬ 
matically  altered  the  examination  of  these  global  institu¬ 
tions.  We  have  moved  to  a  program  of  nearly  continuous 
examination,  analysis,  monitoring  and  supervision,  rely¬ 
ing  heavily  on  the  banks’  management  information  sys¬ 
tems  and  computer  technology. 

We  use  on-site  examiners  to  test  the  integrity  of  the 
bank’s  own  internal  control  and  management  informa¬ 
tion  systems.  Comprehensive  examinations  are  per¬ 
formed  once  a  year  and  are  customized  for  each  bank. 
We  use  quarterly  on-site  visits  to  gather  and  assess  key 
financial  information,  update  the  bank’s  performance 
against  plan  and  to  note  key  changes  in  the  bank’s 
strategic  plans.  In  addition  to  the  on-site  examination 
process,  computer-based  monitoring,  analysis  and  fi¬ 
nancial  modeling  take  place  continuously.  Finally,  there 
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is  a  heavy  emphasis  on  frequent  communication  with 
key  officers  of  these  banks.  In  fact,  there  are  few  busi¬ 
ness  days  which  pass  without  one  of  OCC’s  people 
being  in  contact  with  each  of  the  multinational  banks. 

This  process  enables  OCC  to  keep  abreast  of  chang¬ 
ing  conditions  in  these  banks.  The  product  is  timely  and 
far  superior  to  anything  we  have  had  in  the  past.  While 
the  process  appears  to  be  resource  intensive,  we  have 
in  fact  realized  manpower  savings  of  20  to  40  percent 
when  compared  to  the  process  we  used  for  these  banks 
during  the  late  1970s.  We  also  believe  that  the  new 
procedures  are  far  less  burdensome  on  the  banks  than 
the  old  ones. 

In  addition  to  examination  efficiency  and  reduced 
burden,  a  very  important  advantage  of  these  pro¬ 
cedures  is  more  timely  information.  Because  of  the 
rapidly  changing  financial  markets,  wide  swings  in  inter¬ 
est  rates  and  volatile  economic  conditions  we  have 
seen  in  the  last  3  years,  all  of  us  have  learned  the  hard 
way  how  such  factors  can  quickly  result  in  problems  for 
certain  banks.  As  bank  supervisors  we  have  also 
learned  that  although  the  traditional,  periodic  on-site 
examination  is  an  extremely  valuable  tool,  it  must  be 
supplemented  with  supervisory  techniques  that  will 
keep  us  current  on  conditions  in  banks  between  com¬ 
prehensive  examinations.  That  is  why  we  have  made 
heavy  investments  in  developing  the  techniques  that  I 
have  described,  using  computer-based  technology 
whenever  possible. 

Regional  Banks 

In  late  1981,  we  decided  to  apply  the  same  type  of 
examination/supervision  policies  and  procedures  to  the 
regional  national  banks.  We  generally  define  regional 
banks  as  those  with  assets  between  $1  billion  and  $10 
billion.  There  are  119  regional  national  banks  and  they 
hold  approximately  28  percent  of  the  total  assets  of  the 
national  banking  system. 

Each  of  our  regional  offices  will  implement  a  regional 
bank  program  in  1982.  Regional  banks  will  continue  to 
receive  an  on-site  comprehensive  examination  each 
year.  In  addition,  the  visitation,  analysis,  monitoring,  ex¬ 
amination,  supervision  and  communication  procedures 
in  use  for  multinational  banks  will  be  applied. 

Community  Banks 

We  call  the  remaining  4,323  national  banks  commu¬ 
nity  banks.  These  are  banks  with  less  than  $1  billion  in 
total  assets.  Although  they  comprise  97  percent  of  the 
total  number  of  national  banks,  they  hold  only  28  per¬ 
cent  of  the  assets  of  the  national  banking  system.  We 
are  developing  policies  and  procedures  which  will 
greatly  reduce  our  on-site  presence  in  community 
banks  for  implementation  in  late  1982.  At  the  same  time 
we  will  increase  reliance  on  computer-based  analysis 
and  monitoring  to  keep  us  current  on  conditions  in 
these  banks.  We  hope  to  realize  significant  efficiency 
and  productivity  gains  and  reduce  the  burden  of  the  on¬ 
site  examination. 

We  have  already  implemented  a  change  in  our  exam¬ 
ination  scheduling  policy  for  well  managed  community 
banks.  Generally,  banks  with  assets  between  $300  mil 


lion  and  $1  billion  will  receive  a  "detailed”  examination 
once  every  24  months;  banks  with  assets  less  than  $300 
million  will  receive  a  “detailed”  examination  once  every 
36  months. 

A  "detailed"  examination  involves  an  in-depth  inte¬ 
grated  examination  covering  commercial,  international, 
EDP,  consumer  and  trust  activities.  The  procedures  for 
this  type  of  examination  will  be  developed  for  use  by  the 
latter  part  of  this  year.  The  "detailed”  examination  will 
entirely  replace  the  current  “general”  and  "specialty” 
examinations  for  community  banks. 

An  annual  review  and  visitation  will  be  scheduled  in 
the  years  between  "detailed"  examinations.  We  are  cur¬ 
rently  testing  the  annual  review  and  visitation  program 
and  intend  to  implement  it  during  the  second  half  of 
1982. 

The  premise  underlying  this  program  is  that  banks  in 
sound  condition  which  have  not  experienced  significant 
changes  in  policies,  procedures,  management,  owner¬ 
ship  or  financial  performance  are  generally  resistant  to 
the  effects  of  adverse  external  factors,  and  can  be 
expected  to  maintain  their  sound  condition. 

The  program  combines  off-site  analysis  with  a  short 
on-site  visitation  program.  The  off-site  analysis  will  focus 
on  the  reports  of  condition  and  income,  performance 
reports  stemming  from  NBSS,  the  most  recent  report  of 
examination  and  its  associated  work  papers,  corres¬ 
pondence,  environmental  information  and  specific  ad¬ 
ditional  information  requested  from  the  bank. 

The  annual  visitations  are  a  crucial  part  of  the  new 
procedures.  They  will  be  conducted  by  an  experienced 
examiner,  usually  one  who  is  familiar  with  the  bank 
being  examined.  Examiners  with  experience  in  spe¬ 
cialty  areas  may  also  participate. 

The  on-site  reviews  are  expected  to  take  2  to  5  days 
for  banks  under  $300  million  and  2  to  15  days  for  banks 
with  assets  of  $300  million  to  $1  billion. 

During  a  visitation,  examiners  will  pay  specific  atten¬ 
tion  to  any  areas  of  concern  disclosed  by  the  off-site 
review.  A  brief  letter  that  summarizes  the  results  of  the 
visitation  will  be  provided  to  the  bank.  If  there  has  been 
a  significant  deterioration  in  the  bank’s  condition,  a 
more  comprehensive  examination  will  be  scheduled. 

Problem  Banks 

We  have  made  no  significant  changes  to  our  exam¬ 
ination  scheduling  policies  for  problem  banks.  Such 
banks  will  continue  to  receive  on-site  examinations  at 
least  twice  a  year  and  will  be  subject  to  continuous 
monitoring,  analysis  and  supervision. 

Conclusion 

We  are  optimistic  that  the  supervisory  approach  I 
have  outlined  will  make  the  best  and  most  efficient  use 
of  our  scarce  resources,  will  allow  the  maintenance  of  a 
sound  and  effective  national  banking  system,  and  will 
be  consistent  with  our  goal  of  moving  toward  deregula¬ 
tion 

There  is  one  last  issue  which  I  would  like  to  bring  to 
your  attention.  It  seems  to  me  that  the  key  to  our  collec¬ 
tive  ability  to  supervise  and  regulate  the  banking  indus- 
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try  effectively  and  efficiently  lies  in  our  ability  to  collect 
essential,  accurate,  and  timely  financial  information 
from  the  banking  industry.  Indeed,  the  new  directions 
which  I  have  described  depend  on  a  sound  comput¬ 
erized  data  base  being  available  to  the  regulators. 

As  you  know,  our  financial  data  base  is  largely  depen¬ 
dent  on  information  gathered  from  reports  of  condition 
and  income.  This  information  base  is  generally  very 
comprehensive  and  extremely  useful  to  all  of  us.  Yet  it  is 
woefully  deficient  in  certain  key  areas,  most  notably: 

•  Maturities  of  assets  and  liabilities; 

•  Interest  rates  paid  on  assets  and  liabilities; 

•  Proportions  of  fixed  and  variable  rate  assets  and 
liabilities; 

•  Quarterly  interim  income  and  expense  informa¬ 
tion. 

In  today’s  banking  environment  every  banker  needs 
such  information  at  his  fingertips  to  manage  a  bank 
properly.  Every  regulator  needs  the  same  information  to 
do  the  job  properly. 


The  federal  banking  agencies  have  been  engaged 
for  some  months  in  an  effort  to  revise  the  reports  of 
condition  and  income  and  fill  some  of  the  information 
gaps.  It  has  become  evident  from  our  discussions  with 
bankers  that  many  banks  do  not  have  the  systems  that 
are  needed  to  provide  us  with  the  precise  information 
we  would  like  to  have.  We  are  attempting  to  construct 
supporting  schedules  that  take  into  account  the  current 
capabilities  of  bank  management  information  systems. 
At  the  same  time,  we  are  planning  to  develop  minimum 
standards  of  data  that  will  eventually  be  required  from  all 
banks.  After  an  appropriate  phase-in  period,  we  believe 
that  banks  will  be  able  to  generate,  for  their  use  and 
ours,  the  type  of  data  needed.  Significant  costs  may  be 
incurred  by  banks  in  creating  adequate  information  sys¬ 
tems,  but  we  believe  such  an  investment  is  crucial,  if  all 
of  us  are  to  operate  successfully  in  the  banking  environ¬ 
ment  of  the  1980s. 

When  the  revised  Reports  of  Condition  and  Income 
are  released  for  comment,  we  would  very  much  appreci¬ 
ate  both  your  suggestions  for  change  and  your  support 
for  what  we  are  trying  to  accomplish. 
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I  am  pleased  to  offer  the  views  of  the  Office  of  the 
Comptroller  of  the  Currency  on  the  important  legislative 
initiatives  before  you  today.  Since  this  is  my  first  time  to 
testify  on  these  issues,  I  would  like  to  begin  by  describ¬ 
ing  my  understanding  of  the  problems  confronting  de¬ 
pository  institutions.  In  particular,  I  wish  to  make  the 
following  points: 

•  The  problems  are  severe. 

•  They  affect  both  banks  and  thrifts. 

•  They  are  not  transitory;  while  some  of  the  pres¬ 
sures  are  short-term  and  may  be  partially  miti¬ 
gated  by  lower  interest  rates  or  an  economic 
upturn,  others  will  continue  as  the  industry 
changes  from  a  regulated  to  a  competitive  en¬ 
vironment. 

Before  discussing  my  recommendations  on  the  legis¬ 
lation  before  the  Committee,  let  me  briefly  elaborate  on 
these  observations. 

The  Financial  Marketplace  in  Transition 

There  are  many  pressures  facing  depository  institu¬ 
tions  today.  Two  key  ones  are  well  known  to  this  Commit¬ 
tee  and  hopefully  will  be  mitigated  as  economic 
conditions  improve  The  first  is  the  impact  on  earnings 
of  a  rapid  increase  in  interest  rates  on  a  maturity-mis¬ 
matched  portfolio  like  that  of  most  thrift  institutions  and 
some  commercial  banks  The  second  problem  is  the 
decline  in  the  quality  of  depository  institutions'  assets.  A 
growing  number  of  companies — large  and  small — are 
experiencing  financial  difficulties,  including  bank¬ 
ruptcies  A  decline  in  interest  rates  and  an  economic 
upturn  would  alleviate  both  these  problems,  although 


some  depository  institutions  have  already  been  so 
weakened  that  they  may  not  survive. 

Three  even  more  serious  problems  will  be  faced  by 
depository  institutions  for  quite  some  time,  however. 
These  are: 

•  loss  of  low-cost  deposits, 

•  high  operating  costs,  and 

•  non-regulated  competition. 

Controlled  low-cost  core  deposits  have  provided  an 
effective  subsidy  in  recent  years  that  has  been  the 
source  of  a  substantial  portion  of  depository  institutions’ 
profits.  Depository  institutions  are  faced  with  a  loss  of 
this  subsidy,  which  is  virtually  irreversible  regardless  of 
the  deregulatory  approach.  Either  core  deposits  will 
cost  more  as  interest  rate  ceilings  are  lifted,  or  core 
deposits  will  leave  the  institutions  as  customers  seek 
higher  rates  elsewhere,  forcing  the  institution  to  pur¬ 
chase  market-rate  funds.  Furthermore,  a  decline  in  inter¬ 
est  rates  from  today’s  levels  will  not  eliminate  the  incen¬ 
tive  for  depositors  to  shift  out  of  a  5V2  percent  account, 
unless  market  rates  decline  to  that  range. 

While  Congressionally  mandated  deregulation  of  de¬ 
posit  rate  ceilings  is  occurring  at  a  slow  pace,  mar¬ 
ketplace  deregulation  of  deposit  costs,  spurred  by  con¬ 
sumer  demands  for  higher  returns,  is  occurring  quite 
rapidly.  So-called  “sweep  accounts”  are  a  prime  exam¬ 
ple  of  this  phenomenon.  But  asset  deregulation  for  de¬ 
pository  institutions  is,  for  the  most  part,  still  awaiting 
Congressional  action.  As  a  result,  interest  rate  spreads 
are  narrowing  and  severe  pressure  is  being  felt  on  earn¬ 
ings.  Continued  inaction  could  substantially  weaken  our 
depository  system. 
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The  profitability  of  depository  institutions  has  been 
further  eroded  by  a  dramatic  increase  in  operating 
costs — both  in  absolute  amounts  and  in  proportion  to 
assets.  These  costs  are  an  unfortunate  legacy  of  a 
regulated  environment  that  encouraged  service  com¬ 
petition  rather  than  price  competition  and  inflation  that 
drove  salaries  and  expenses  up.  This  high  cost  struc¬ 
ture  poses  a  serious  competitive  problem  to  depository 
institutions — one  that  they  cannot  easily  or  quickly  over¬ 
come. 

These  internal  pressures  are  exacerbated  by  in¬ 
creased  competition  from  other  less  regulated  financial 
service  companies,  unburdened  by  high  operating 
costs  and  unfettered  by  asset  restrictions.  Some  of 
those  companies  are  far  better  situated  than  our  largest 
banking  institutions  to  reach  and  service  the  developing 
national  marketplace. 

Legislative  Responses 

The  legislative  proposals  that  are  the  focus  of  these 
hearings  provide  the  regulatory  authorities  with  broad¬ 
ened  powers  to  assist  weakened  institutions  through  a 
capital  assistance  program  and  to  authorize  mergers 
across  industry  and  state  lines  in  extraordinary  circum¬ 
stances.  While  we  support  such  emergency  legislation, 
alone  it  will  accomplish  little.  Legislative  efforts  should 
also  address  some  of  the  fundamental  earnings  prob¬ 
lems  that  I  have  described  and  allow  institutions  greater 
flexibility  to  compete. 

Expanded  Thrift  Asset  and  Liability  Powers 

S.  1720,  as  proposed  by  Chairman  Gam,  would  ex¬ 
pand  the  asset  powers  of  thrift  institutions.  These  ex¬ 
panded  powers  are  a  necessary  component  of  any 
legislative  solution  to  the  current  thrift  problem.  The 
phaseout  of  deposit  rate  controls,  already  under  way, 
must  be  matched  by  an  accompanying  expansion  of 
asset  powers  to  enable  depository  institutions  to  avoid  a 
recurrence  of  their  earnings  problems.  The  authority  to 
accept  demand  deposits  from  all  customers  and  to 
invest  in  commercial,  agricultural  and  consumer  loans 
would  provide  thrift  institutions  with  much-needed  flexi¬ 
bility. 

Usury  and  Due-on-Sale  Provisions 

However,  of  even  greater  near-term  importance  for 
depository  institutions  is  the  ability  to  appropriately 
price  assets  acquired  under  existing  powers.  An  over¬ 
ride  of  state  usury  laws  and  due-on-sale  prohibitions  is 
essential  to  alleviate  the  fundamental  problem  of  nar¬ 
rowing  interest  spreads  whenever  rates  rise.  Further¬ 
more,  these  restrictions  disrupt  the  credit  markets,  and 
often  limit  the  availability  and  increase  the  price  of  credit 
to  consumers. 

Deregulation  of  Bank  Powers 

To  enable  commercial  banks  to  compete  more  effec¬ 
tively,  we  also  support  Title  II  of  S.  1720,  especially 
amendments  to  12  USC  371,  84,  and  82. 

Section  371,  the  statute  governing  national  bank  real 
estate  lending,  currently  imposes  rigid  limitations  such 
as  loan-to-value  ratios  and  amortization  requirements.  In 
order  to  play  a  greater  role  in  the  changing  real  estate 
financing  market,  national  banks  must  be  able  to  offer 


more  creative  and  flexible  financing  arrangements.  The 
proposed  revisions  to  Section  371  would  better  allow 
them  to  do  so. 

The  legal  lending  limits  established  by  Section  84  are 
increasingly  burdensome  and  should  be  amended. 
Smaller  banks  in  rapidly  growing  areas  and  those  serv¬ 
ing  agricultural  customers  are  limited  by  that  law  in  their 
ability  to  meet  local  credit  needs.  National  banks  in¬ 
creasingly  vie  for  customers  with  nonbank  competitors 
and  state  banks  that  often  are  not  as  constrained  by 
such  limits. 

Section  82  borrowing  limitations  should  also  be 
amended  to  allow  banks  to  use  liability  management 
techniques  more  effectively.  The  replacement  of  core 
deposits  with  purchased  funds  is,  as  described  earlier, 
a  growing  trend.  This  trend  underscores  the  need  to 
provide  national  banks  with  greater  flexibility  to  manage 
their  liabilities.  Existing  borrowing  limitations,  which 
hamper  their  ability  to  do  so,  must  be  revised. 

We  also  support  the  enactment  of  authority  for  bank¬ 
ing  organizations  to  offer  increased  securities  and  se- 
curities-related  services.  In  recent  years,  the  product 
segmentation  mandated  by  the  Glass-Steagall  Act  has 
been  eroded  by  non-depository  institutions  offering  new 
financial  products  and  services.  Unless  banking  entities 
are  granted  broader  authority,  the  increasing  regulatory 
imbalance  will  have  significant  adverse  consequences 
for  the  commercial  banking  industry. 

Bridging  the  Transition  Period 

Even  if  these  powers  are  enacted,  some  governmen¬ 
tal  action  may  be  necessary  to  assist  distressed  institu¬ 
tions  during  the  current  adverse  economic  conditions 
and  to  bridge  the  longer  transition  period  from  a  heavily 
regulated  to  a  more  competitive  environment. 

The  Regulators'  Bill 

One  such  initiative  is  S.  2532,  the  so-called  revised 
Regulators’  Bill.  The  federal  supervisory  agencies  need 
increased  regulatory  flexibility  to  deal  with  troubled  in¬ 
stitutions.  As  described  earlier,  all  depository  institu¬ 
tions  can  expect  to  experience  continuing  earnings 
pressure  for  perhaps  several  years.  As  a  result,  federal 
supervisory  authorities  must  have  permanent  authority 
to  address  problems.  We,  therefore,  strongly  support 
the  provisions  of  proposed  S.  2532,  which  provide  ex¬ 
traordinary  supervisory  authority  to  the  agencies. 

First,  that  bill  would  grant  the  FSLIC  and  FDIC  sub¬ 
stantially  similar  authority  to  assist  distressed  depos¬ 
itory  institutions  More  importantly,  provisions  of  S  2532 
would  expand  the  FDIC's  options  in  dealing  with  trou¬ 
bled  institutions  before  they  reach  such  a  deteriorated 
condition  that  merger  assistance  is  too  expensive  or 
direct  aid  is  of  little  help  in  preserving  the  recipient 
bank’s  viability. 

The  bill  would  also  authorize  the  FSLIC  and  FDIC  to 
permit  cross-industry  and  interstate  mergers  of  threat¬ 
ened  institutions  in  certain  cases.  In  many  circum¬ 
stances,  such  mergers  are  necessary  because  there  is 
no  other  reasonable  alternative.  We  greatly  prefer  the 
extraordinary  merger  provisions  of  S  2532  to  the 
House-passed  bill  In  particular,  the  Senate  proposal 
would  permit  the  agencies  to  approve  interstate  sales  of 
large  failing  commercial  banks,  as  well  as  thrifts,  in  such 
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extraordinary  circumstances.  While  we  prefer  the  lower 
asset  threshold  of  $500  million  for  commercial  and  sav¬ 
ings  banks  in  the  Senate  version,  we  question  whether 
ot  not  any  minimum  needs  to  be  specified. 

We  also  endorse  the  Senate  bill’s  omission  of  new 
branching  restrictions  on  thrift  institutions  that  may  be 
acquired  under  extraordinary  circumstances.  Limiting 
the  ability  of  such  institutions  to  compete  effectively  by 
restricting  them  to  the  branching  limitations  imposed  on 
banks  not  only  would  reduce  their  attractiveness  as 
merger  partners,  but  also  would  hamper  their  continued 
viability  in  their  established  market  areas. 

The  tiered  bidding  concept,  however,  which  is  a  part 
of  both  the  House  and  Senate  bills,  should  not  be  stat¬ 
utorily  mandated.  In  attempting  to  apply  similar  bidding 
practices  in  several  recent  transactions,  the  FDIC  has 
found  that  such  a  tiered  procedure  is  both  costly  and 
unworkable.  Potential  out-of-state  acquirers  are  dis¬ 
couraged  from  participating  aggressively  in  the  bidding 
process,  because  of  the  likelihood  that  their  bid  will  be 
“shopped”  in-state.  The  statutory  provisions  contained 
in  H  R.  4603  would  make  this  problem  worse.  A  tiered 
bidding  approach  would  only  give  the  appearance  of 
increasing  regulatory  options;  it  would,  however,  do  little 
to  alleviate  the  regulatory  agencies’  problems. 

Capital  Assistance  Proposals 

The  proposed  capital  assistance  program  contained 
in  S.  2531  is  essentially  an  interim  measure  to  enable 
well  managed  institutions  to  adjust  and  better  compete 
in  the  future. 

We  believe  that  S.  2531  is  superior  to  the  approach 
adopted  by  the  House.  Among  other  things,  the  per- 
centage-of-loss  approach  and  use  of  the  same  eligibil¬ 
ity  criteria  for  all  institutions  (rather  than  a  more  lenient 
standard  for  commercial  banks)  are  preferable.  We  also 
endorse  the  override  of  laws  imposing  criminal  liability 


on  directors  who  accept  deposits  after  an  institution’s 
statutory  net  worth  has  fallen  below  a  specified  level, 
notwithstanding  regulatory  guarantees  of  net  worth. 

We  do  not  believe,  however,  that  federal  assistance 
should  be  tied  to  the  level  of  any  particular  type  of  loan 
previously  made  or  to  be  made  by  a  participating  in¬ 
stitution;  such  tying  would  amount  to  credit  allocation 
that  is  in  part  the  cause  of  our  present  problems. 

Finally,  because  the  legislation  would  apply  to  com¬ 
mercial  banks,  clarification  is  needed  of  several  techni¬ 
cal  aspects  of  the  proposed  program  as  it  would  affect 
national  banks.  This  program  creates  some  potential  for 
overlap  between  the  authorities  of  the  FDIC  and  the 
OCC  with  regard  to  participating  national  banks.  I  trust 
that  in  cooperation  with  the  FDIC  we  will  able  to  work 
with  the  Committee  in  honing  the  finer  details  of  this 
program. 


Conclusion 

In  summary,  our  entire  depository  system  has  been 
weakened  by  continuing  high  interest  rates  and  faces 
continued  pressures  during  the  transition  to  a  deregu¬ 
lated  environment.  Temporary  federal  assistance  to  en¬ 
dangered  institutions,  as  proposed  in  S.  2531,  may  be 
justified  at  this  time;  however,  such  assistance  is  not  a 
solution  to  fundamental  problems. 

I  strongly  encourage  the  Congress  to  act  to  restore 
the  long-term  health  of  our  depository  institutions  by 
providing  adequate  asset  and  liability  powers.  We, 
therefore,  strongly  endorse  the  enactment  of  the  major 
deregulatory  provisions  contained  in  S.  1720. 

Finally,  we  encourage  the  Congress  to  enact  S.  2532, 
the  so-called  revised  Regulators’  Bill,  to  permit  the 
federal  supervisory  agencies  to  better  maintain  confi¬ 
dence  in  our  depository  system. 


Statement  of  C.T.  Conover,  Comptroller  of  the  Currency,  before  the  House 
Committee  on  Banking,  Finance,  and  Urban  Affairs,  July  15,  1982 


I  welcome  this  opportunity  to  describe  the  Office  of 
the  Comptroller  of  the  Currency’s  actions  concerning 
the  Penn  Square  Bank,  N.A.,  of  Oklahoma  City,  Okla. , 
which  I  declared  insolvent  at  7:05  p.m.  (CDST)  on  July 
5.  1982  (Appendix  A  is  a  brief  chronology  of  events). 

In  brief,  the  story  of  the  Penn  Square  Bank  is  one  of 
rapid  and  uncontrolled  growth  centered  principally  in 
poor-quality  loans.  As  is  typical  of  banks  with  as¬ 
set  problems,  Penn  Square  suffered  from  a  variety  of 
related  ills  including,  in  this  case,  insufficient  capital 
and  liquidity. 

The  Comptroller’s  Office  has  devoted  special  super¬ 
visory  attention  to  Penn  Square  since  early  1980  when 
problems  were  first  identified.  Since  that  time,  OCC’s 
supervisory  efforts  have  included  five  examinations  of 
the  bank,  two  formal  enforcement  actions  against  it,  a 
number  of  special  meetings  with  the  bank's  board  of 
directors  and  a  significant  amount  of  supervisory 
correspondence 

In  the  end,  however,  the  bank  proved  unresponsive  to 
these  efforts  Massive  losses  exceeded  the  bank's  net 


worth  which,  coupled  with  a  liquidity  and  confidence 
crisis,  rendered  the  bank  insolvent. 

Penn  Square  was  chartered  in  1960  and  in  1976  be¬ 
came  100  percent  owned  (less  directors’  qualifying 
shares)  by  the  First  Penn  Corporation.  From  the  time  it 
was  chartered  until  1977,  the  bank  experienced  normal 
growth  and  was  not  subject  to  any  unusual  supervisory 
action.  From  May  1977  until  its  closing,  the  bank  experi¬ 
enced  a  period  of  rapid  growth. 

The  bank  became  a  matter  of  supervisory  concern 
following  an  examination  dated  February  29,  1980, 
which  concluded  on  April  4,  1980.  This  examination 
revealed,  among  other  things,  rapid  growth  of  bank 
loans  and  assets,  insufficient  liquidity,  inadequate  capi¬ 
tal,  an  increase  in  classified  assets  and  violation  of 
banking  laws.  The  majority  of  the  growth  experienced 
by  the  bank  was  in  the  area  of  oil  and  gas  lending, 
resulting  in  a  concentration  of  credit.  Participations  in 
many  of  these  loans  were  sold  to  other  banks  Because 
of  the  problems  identified,  the  bank  was  designated  by 
our  Dallas  regional  office  as  requiring  special  super- 
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visory  attention  and  was  rated  “3”  pursuant  to  the  Uni¬ 
form  Financial  Institutions  Rating  System  (EC  159 
(Rev.)). 

On  June  9,  1980,  the  deputy  regional  administrator 
forwarded  the  report  of  examination  to  the  board  of 
directors,  detailing  many  of  his  concerns  and  request¬ 
ing  a  full  board  meeting  in  the  Dallas  regional  office.  On 
the  same  date,  the  deputy  regional  administrator  also 
recommended  to  Washington  that  the  OCC  take  en¬ 
forcement  action.  Such  action  is  a  routine  practice  for  a 
bank  with  the  magnitude  of  problems  identified  and  is  in 
accordance  with  our  standard  operating  procedures 
(PPM  6100-1). 

On  June  19,  1980,  the  regional  administrator  and  his 
staff  met  with  the  chairman  of  the  board  and  the  execu¬ 
tive  vice  president  of  the  bank  to  discuss  the  findings  of 
the  examination.  At  that  meeting,  the  regional  admin¬ 
istrator  informed  the  chairman  of  the  board  that  the 
bank  had  been  placed  in  the  OCC’s  Special  Projects 
program  because  it  required  special  supervision.  He 
also  said  that  in  light  of  the  bank's  problems  it  would  be 
placed  under  formal  administrative  action  by  this  Office 
pursuant  to  the  cease  and  desist  process. 

At  the  request  of  the  regional  administrator,  the  board 
of  directors  of  the  bank  convened  a  meeting  on  August 
27,  1980,  in  our  Dallas  regional  office  to  discuss  the 
results  of  the  examination.  At  the  meeting,  the  board  of 
directors  was  presented  with  a  Formal  Agreement  pur¬ 
suant  to  the  cease  and  desist  statute  (12  USC  1818(b)). 
On  September  9,  1980,  the  board  of  directors  indi¬ 
vidually  signed  and  consented  to  the  Formal  Agreement 
which  required  the  bank  to  take  remedial  action  to  elimi¬ 
nate  the  problems  identified  in  the  report  and  to  estab¬ 
lish  procedures  to  prevent  them  from  recurring  (sum¬ 
mary  attached  as  Appendix  B). 

From  September  9  through  September  11,  1980,  we 
visited  the  bank  to  review  previously  criticized  loans, 
past-due  loans,  new  loans,  the  bank’s  capital  plans  and 
its  liquidity.  The  examination  disclosed  rapid  growth 
with  funding  heavily  dependent  upon  rate-sensitive  de¬ 
posit  sources.  Liquidity  was  strained  and  the  existing 
staff  was  overtaxed  by  business  volume.  The  bank’s 
capital  adequacy  was  deteriorating. 

A  general  examination,  as  of  December  31,  1980, 
was  conducted  from  January  5  through  February  27, 
1981.  It  disclosed  further  deterioration  in  the  bank’s 
overall  condition.  Major  concerns  continued  to  be  inad¬ 
equate  capital,  poor  asset  quality,  ineffective  loan  ad¬ 
ministration,  inadequate  staffing  and  policy  develop¬ 
ment,  weak  internal  controls  and  deficient  liquidity, 
asset  and  liability  management  practices.  During  1980 
the  bank  had  more  than  doubled  in  size.  Most  of  this 
growth  continued  to  be  concentrated  in  energy-related 
businesses.  Additionally,  violations  of  banking  laws  and 
of  the  Formal  Agreement  were  cited  in  the  report. 

In  a  comprehensive  letter  to  the  board  of  directors 
dated  July  1,  1981,  the  regional  administrator  informed 
the  board  that  the  report  indicated  that  the  board  and 
management  had  failed  to  supervise  prudently  the 
bank’s  activities.  The  letter  which  accompanied  the  re¬ 
port  pointed  out,  among  other  things,  that  this  lack  of 
supervision  had  manifested  itself  in: 


•  Numerous  violations  of  banking  laws; 

•  Inordinate  asset/liability  management  risk; 

•  High  levels  of  poor-quality  assets; 

•  Uncontrolled  growth  of  bank  resources;  and 

•  Noncompliance  with  the  Formal  Agreement. 

The  letter  requested  that  the  board  of  directors  ar¬ 
range  a  board  of  directors’  meeting  in  our  Dallas  re¬ 
gional  office  to  discuss  the  report  and  to  determine 
future  action  to  be  taken  by  the  board  and  manage¬ 
ment. 

On  July  29,  1981,  a  full  board  of  directors’  meeting 
was  held  in  the  regional  office  with  the  directors,  man¬ 
agement  (including  several  new  members  of  manage¬ 
ment)  and  representatives  of  our  regional  and  Wash¬ 
ington  offices.  At  the  meeting  the  OCC  representatives 
expressed  our  supervisory  concerns  in  detail. 

A  special  supervisory  examination  as  of  September 
30,  1981,  was  conducted  during  the  period  October  8 
through  October  30,  1981.  This  examination  revealed 
modest  improvement  but  the  bank’s  overall  condition 
remained  of  concern,  with  particular  concern  regarding 
the  bank's  contingent  liabilities.  Although  certain  prob¬ 
lems  were  highlighted,  the  report  noted  that  various 
programs  and  systems  had  been  established  and  that 
there  was  improvement  in  the  bank's  lending  staff,  its 
loan  policy  and  its  controls.  In  light  of  the  problems  still 
remaining  in  the  bank,  representatives  of  the  OCC  at¬ 
tended  the  board  of  directors’  meeting  of  the  bank  on 
January  12,  1982,  to  discuss  the  results  of  the  examina¬ 
tion.  In  addition,  the  board  was  informed  that  a  more 
detailed  examination  would  be  conducted  near  the  end 
of  the  first  quarter  of  1982. 

As  early  as  June  1980,  the  OCC  supplemented  its 
examinations  of  the  bank  by  requiring  the  bank  to  sub¬ 
mit  periodic  reports  on  matters  of  concern  to  the  re¬ 
gional  administrator.  The  OCC's  initial  request  for  peri¬ 
odic  progress  reports  on  criticized  assets  and  liquidity, 
which  was  made  in  June  1980,  was  supplemented  by 
further  reporting  requirements  imposed  by  the  Septem¬ 
ber  1980  Formal  Agreement.  In  addition,  the  regional 
administrator’s  July  1,  1981  letter  highlighting  the  prob¬ 
lems  disclosed  at  the  then-recently  completed  exam¬ 
ination  requested  yet  additional  periodic  reports  from 
the  bank.  By  requesting  and  reviewing  such  reports,  the 
OCC  is  able  to  monitor  banks  on  a  more  constant  basis 
than  is  permitted  through  the  formal  examination  pro¬ 
cess. 

Generally,  the  periodic  reports  submitted  by  the  Penn 
Square  Bank  disclosed  progress.  Management  repeat¬ 
edly  gave  assurances  that  the  required  corrective  ac¬ 
tions  had  been  or  would  be  accomplished.  In  fact, 
certain  of  the  promised  improvements  were  noted  by 
our  examiners  in  their  October  1981  examination  of  the 
bank  As  late  as  January  1982,  we  believed  the  outlook 
to  be  favorable  and  that  all  substantive  areas  of  concern 
were  being  addressed  and  corrected 

On  April  19,  1982,  the  OCC  commenced  the  exam¬ 
ination  that  led  to  the  bank's  being  declared  insolvent 
Several  weeks  into  the  examination  the  regional  admin¬ 
istrator  notified  the  Washington  office  that  potentially 
serious  problems  were  being  uncovered  in  the  bank 
Also,  the  bank’s  activities  and  condition  had  begun  to 
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be  the  subject  of  attention  in  the  press  and  in  the  finan¬ 
cial  marketplace. 

As  it  does  with  all  banks  requiring  special  supervisory 
attention,  the  OCC  had  shared  information  regarding 
Penn  Square's  condition  with  the  Federal  Deposit  Insur¬ 
ance  Corporation  (FDIC)  since  early  1980.  On  June  23, 
1982,  the  regional  administrator  informed  the  FDIC’s 
regional  director  of  the  conditions  disclosed  by  the  on¬ 
going  examination.  Subsequently,  the  OCC  notified  the 
FDIC  in  Washington  that  the  problems  had  grown  signif¬ 
icantly  worse.  Responding  to  the  growing  public  and 
industry  concern  over  the  bank's  condition,  and  mindful 
that  the  concern  could  create  a  severe  liquidity  strain  on 
the  bank,  the  OCC  invited  the  FDIC  to  join  its  ongoing 
examination  for  contingency  purposes. 

Based  on  the  preliminary  findings  of  this  examination, 
the  OCC  issued  a  Notice  of  Charges  and  a  Temporary 
Order  to  Cease  and  Desist  on  June  30,  1982,  to  require 
immediate  actions  to  rehabilitate  the  bank  (summary 
attached  as  Appendix  C).  When  the  OCC  determined 
that  the  viability  of  the  bank  required  an  immediate 
injection  of  additional  capital,  the  Temporary  Order  to 
Cease  and  Desist  was  amended  to  require  the  bank  to 
obtain  $30  million  in  new  equity  capital  by  the  close  of 
business  on  July  2,  1982.  No  additional  capital  was 
injected.  The  OCC  subsequently  amended  the  Notice 
of  Charges  and  the  Temporary  Order  to  limit  transac¬ 
tions  with  affiliates. 


The  OCC,  in  a  letter  dated  July  2,  1982,  formally 
requested  that  the  FDIC  begin  preparations  for  a  poten¬ 
tial  purchase  and  assumption  transaction  or  payout  of 
insured  depositors.  The  letter  explained  that  the  exam¬ 
ination  in  progress  reflected  losses  nearly  equalling  the 
bank’s  total  capital  funds  with  additional  losses  likely.  It 
further  pointed  out  that  the  bank  had  begun  to  experi¬ 
ence  adverse  publicity  which  affected  market  confi¬ 
dence  and  caused  substantial  deposit  withdrawals. 

On  July  5,  1982,  the  Comptroller’s  Office  delivered  a 
letter  to  the  Federal  Reserve  Bank  of  Kansas  City  briefly 
reviewing  the  situation  and  asking  to  be  informed  of  the 
Federal  Reserve  Bank’s  intentions  of  providing  further 
loans  to  the  bank.  In  a  response  received  the  same  day, 
the  Federal  Reserve  Bank  of  Kansas  City  indicated  it 
was  not  prepared  to  extend  further  credit  to  the  bank  in 
its  current  condition. 

Based  upon  the  review  done  by  the  examiners,  I 
determined,  as  of  July  5,  1982,  that  the  losses  then 
identified  exceeded  the  capital  funds  of  the  bank.  I 
further  determined  that  the  bank  would  not  be  able  to 
continue  meeting  the  demands  of  its  creditors  and  de¬ 
positors. 

I  became  satisfied  on  July  5,  1982,  of  the  insolvency 
of  the  bank.  Accordingly,  on  that  date,  acting  pursuant 
to  my  statutory  duties,  at  7:05  p.m.  (CDST)  I  declared 
the  bank  insolvent  and  appointed  the  FDIC  as  receiver. 


Appendix  A 

Chronology  of  OCC  Supervision  of  Penn  Square  Bank,  N.A.  Jan.  1,  1980  to  July  5,  1982 


February  29,  1980— Conducted  a  specialized  examina¬ 
tion  as  of  February  29,  1980.  Commenced  March  3, 
1980,  completed  April  4,  1980.  Revealed  rapid  and 
uncontrolled  growth.  Bank  rated  “3.” 

June  9,  1980 — Forwarded  examination  to  the  board  of 
directors  by  letter  from  the  deputy  regional  administra¬ 
tor.  The  letter  identified  certain  of  the  major  problems 
and  directed  the  board  to  within  5  days  convene  a 
special  meeting  to  review  the  report  and  take  remedial 
action.  The  letter  also  requested  a  full  board  meeting  in 
the  Dallas  regional  office  and  requested  additional  re¬ 
porting. 

June  19,  1980 — Meeting  between  regional  administra¬ 
tor  and  chairman  of  the  board  Jennings  and  executive 
vice  president  to  discuss  the  examination  report. 

June  24,  1980 — Notified  Federal  Reserve  Board  and 
FDIC  of  contemplated  enforcement  action  against  the 
bank. 

July  14,  1980 — Letter  to  deputy  regional  administrator 
from  bank  president  indicating,  among  other  things, 
that  steps  were  being  taken  to  improve  liquidity.  He 
recognized  the  need  for  supervision  over  the  energy 
credits  and  indicated  that  additional  people  had  been 
added  and  would  be  added  More  monitoring  would  be 
done  by  the  directors  and  the  violations  of  law  had  been 
corrected 


July  15,  1980 — Letter  to  deputy  regional  administrator 
from  chairman  of  the  board  discussing  bank's  capital 
plans  and  growth  limits. 

August  14,  1980 — Letter  from  regional  office  to  the 
board  of  directors  identifying  weaknesses  in  the  capital 
plan  and  asking  for  submission  of  an  acceptable  one. 

August  27 ,  1980— Full  board  of  directors’  meeting  in 
Dallas  regional  office  at  which  time  regional  office  staff 
discussed  the  results  of  the  examination.  At  that  meet¬ 
ing,  the  Formal  Agreement  was  presented  to  each  mem¬ 
ber  of  the  board  with  a  full  explanation. 

September  9,  1980 — Board  of  directors  individually 
signed  and  consented  to  the  administrative  Formal 
Agreement  which  was  forwarded  to  the  regional  office 
on  September  10,  1980,  with  a  letter  by  the  chairman  of 
the  board  who  indicated  the  holding  company  had 
agreed  to  sell  stock  with  $3.3  million  to  be  contributed 
to  the  bank. 

September  9,  1980 — Commenced  visitation  Septem¬ 
ber  9,  1980,  completed  September  11,  1980.  Limited 
review.  Rating  “3.” 

October  8,  1980 — Sent  visitation  report  to  board  of  di¬ 
rectors. 
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December  31 ,  1980 — Conducted  a  general  examina¬ 
tion  as  of  December  31,  1980,  beginning  January  5, 
1981,  completed  February  27,  1981.  Disclosed  further 
deterioration  in  the  bank’s  overall  condition.  Rated  "3." 

July  1 ,  1981 — Letter  from  regional  administrator  to  the 
board  of  directors  identifying  the  problems  and  de¬ 
manding  action  including  a  full  board  of  directors'  meet¬ 
ing  in  the  Dallas  regional  office. 

July  29,  1981 — Full  board  of  directors’  meeting  plus 
management  in  the  Dallas  regional  office  where  the 
regional  administrator  and  his  staff  and  Washington  staff 
identified  the  problems  and  demanded  correction.  Cor¬ 
rection  was  promised. 

September  30,  1981 — Conducted  a  special  super¬ 
visory  examination  as  of  September  30,  1981,  begin¬ 
ning  October  8,  1981,  completed  October  30,  1981. 
Identified  areas  of  continuing  concern  but  revealed 
some  improvement  and  establishment  of  programs  and 
systems.  Rated  “3." 

December  1 ,  1981 — Regional  administrator  forwarded 
the  special  supervisory  examination  to  the  board  of 
directors. 

January  12,  1982 — Board  of  directors’  meeting  at  which 
time  regional  staff  of  the  OCC  highlighted  the  problems 
as  identified  in  the  report. 

April  19,  1982 — Commenced  general  examination. 


May  11,  1982 — Regional  administrator  notified  Wash¬ 
ington  office  of  problems  being  uncovered. 

June  23,  1982 — Regional  administrator  notified  FDIC 
regional  office  about  problems  in  the  bank. 

June  30,  1982 — Issued  a  Notice  of  Charges  and  Tem¬ 
porary  Order  to  Cease  and  Desist. 

June  30,  1982 — Asked  FDIC  to  send  examiner  to  as¬ 
sess  the  prospects  for  an  FDIC-assisted  purchase  and 
assumption  or  payout. 

July  2,  1982 — Amended  Order  to  Cease  and  Desist, 
requiring  immediate  injection  of  capital. 

July  2,  1982 — Sent  letter  to  FDIC  formally  requesting 
assessment  of  prospects  for  an  FDIC-assisted  transac¬ 
tion. 

July  4,  1982 — Amended  Notice  and  Temporary  Order 
to  prevent  violation  of  12  USC  371c. 

July  5,  1982 — Sent  letter  to  Federal  Reserve  Bank  of 
Kansas  City  advising  it  of  bank’s  condition  and  asking 
its  intentions  regarding  loans  to  bank. 

July  5,  1982 — Received  letter  from  Federal  Reserve 
Bank  saying  it  would  not  extend  further  credit  to  bank  in 
its  present  condition. 

July  5,  1982 — Declared  bank  insolvent  at  7:05  p.m. 
(CDST)  and  appointed  FDIC  as  receiver. 


Appendix  B 

Summary  of  Formal  Agreement  Dated  Sept.  9,  1980 


•  Correct  all  violations  of  law  and  adopt  pro¬ 
cedures  to  prevent  them  from  occurring  in  the 
future. 

•  Develop  and  implement  specific  plans  to  ensure 
that  the  equity  capital  of  the  bank  would  be  in¬ 
creased  and  maintained  at  a  minimum  of  7.5 
percent  of  average  daily  assets. 

•  Obtain  and  maintain  current  and  satisfactory 
credit  information  and  eliminate  collateral  excep¬ 
tions. 

•  Not  grant  additional  loans  unless  current  and 
satisfactory  credit  information  was  available  and 
the  loans  were  supported  by  appropriate  collat¬ 
eral  documentation. 

•  Establish  a  program  for  the  elimination  of  criti¬ 
cized  assets  and  preclude  the  extension  of  addi¬ 
tional  credit  to  borrowers  whose  extensions  of 
credit  had  been  criticized. 

•  Revise  the  lending  policy  and  establish  pro¬ 
cedures  to  monitor  and  enforce  adherence  to  the 
lending  policy.  The  revisions  were  to  include: 

—  guidelines  for  the  purchase  and  sale  of 
participations; 


—  procedures  for  identifying  problem  loans; 

—  identification  of  the  categories  of  loans 
where  concentrations  of  credit  would  be 
permitted  and  the  limits  thereto; 

—  procedures  to  limit,  control  and  document 
contingent  liabilities. 

•  Review  and  revise  the  investment  policy  of  the 
bank. 

•  Establish  a  committee  of  the  board  of  directors  to 
perform  a  management  study  to  evaluate  the 
current  management  and  make  appropriate  ad¬ 
justments  for  the  future. 

•  Review  the  bank’s  allowance  for  possible  loan 
losses  and  establish  an  adequate  level  commen¬ 
surate  with  the  risks  and  potential  for  losses  in¬ 
herent  in  the  bank's  loan  portfolio 

•  Develop  and  adopt  a  written  liquidity,  asset  and 
liability  management  policy  to  maintain  the 
bank’s  liquidity  at  a  level  commensurate  with  pru¬ 
dent  banking  practices  and  the  bank's  needs 

•  File  monthly  reports  with  the  Comptroller’s  Office 
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Appendix  C 

Summary  of  Notice  of  Charges  Dated  June  30,  1982 


•  The  bank,  in  violation  of  the  Agreement  and  in 
violation  of  12  USC  84,  had  extended  credit  to 
borrowers  in  excess  of  the  bank’s  legal  limit. 

•  The  bank,  in  violation  of  the  Agreement  and  con¬ 
trary  to  safe  and  sound  banking  practices,  failed 
to  maintain  and  obtain  current  and  satisfactory 
credit  information  and  granted  loans  which  were 
not  fully  supported  by  the  necessary  collateral 
documentation. 

•  The  bank,  in  violation  of  the  Agreement,  ex¬ 
tended  additional  credit  to  borrowers  whose 
loans  had  been  previously  criticized. 

•  The  bank,  in  violation  of  the  Agreement,  failed  to 
ensure  that  the  bank’s  allowance  for  possible 
loan  losses  was  maintained  at  a  level  commen¬ 
surate  with  the  risks  for  loss  inherent  in  the  loan 
portfolio. 

•  The  bank  was  in  an  unsafe  and  unsound  condi¬ 
tion  having  accumulated  criticized  assets  ag¬ 
gregating  in  excess  of  $81  million  which 
amounted  to  more  than  200  percent  of  the  bank's 
gross  capital  funds. 

•  The  bank,  in  violation  of  certain  statutes  and  in 
an  unsafe  and  unsound  manner,  sold  participa¬ 
tions  in  loans  originated  by  the  bank  without 
disclosing  to  the  purchasers  of  those  participa¬ 
tions  material,  non-public  information  known  to 
the  bank. 

•  The  bank  permitted  officers  without  lending  au¬ 
thority  to  extend  credit  on  behalf  of  the  bank. 

•  The  bank,  contrary  to  safe  and  sound  practices, 
had  paid  interest  to  participating  institutions  on 
participations  sold  without  advising  the  par¬ 
ticipating  institution  that  the  source  of  payment 
was  not  from  the  borrower. 

•  The  bank,  contrary  to  the  Agreement  and  con¬ 
trary  to  safe  and  sound  banking  practices,  had 


failed  to  implement  and  adhere  to  procedures  to 
limit,  control  and  document  its  contingent  lia¬ 
bility. 

•  The  bank,  in  violation  of  12  USC  375a  and  375b, 
had  extended  credit  to  insiders  of  the  bank. 


Summary  of  Temporary  Order  to  Cease  and  Desist 
Issued  June  30,  1982 

•  Immediately  undertake  actions  to  provide  the 
bank,  by  no  later  than  July  9,  1982,  with  $30 
million  in  new  equity  capital. 

•  Comply  with  the  lending  limit  statute,  12  USC  84. 

•  Correct  collateral  and  documentation  deficien¬ 
cies  with  respect  to  all  loans  including  participa¬ 
tion  loans. 

•  Not  extend  additional  credit  to  any  borrowers 
whose  loans  or  extensions  of  credit  were  criti¬ 
cized. 

•  Make  no  loans  or  loan  commitments  without  first 
obtaining  full  collateral  documentation  and  cur¬ 
rent  and  satisfactory  credit  information. 

•  Not  make  any  commitments  to  extend  credit 
whether  for  a  fee  or  otherwise  without  first  ar¬ 
ranging  firm  sources  with  which  to  fund  it. 

•  Engage  independent  qualified  auditors  to  recon¬ 
cile  various  asset  accounts  of  the  bank. 

•  Not  sell  any  participation  in  any  extension  of 
credit  unless  the  loan  and  collateral  documenta¬ 
tion  was  in  conformity  with  the  terms  of  the  par¬ 
ticipation  agreement  and  the  potential  partici¬ 
pant  was  first  informed  of  all  material  facts  with 
respect  to  the  borrower  and  the  credit. 

•  Not  permit  officers  without  lending  authority  to 
extend  credit  or  make  commitments  on  behalf  of 
the  bank. 


Statement  of  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  Subcommittee 
on  Commerce,  Consumer,  and  Monetary  Affairs  of  the  House  Committee  on 
Government  Operations,  July  16,  1982 


I  welcome  this  opportunity  to  describe  the  Office  of 
the  Comptroller  of  the  Currency's  actions  concerning 
the  Penn  Square  Bank,  N.A.  of  Oklahoma  City,  Okla., 
which  I  declared  insolvent  at  7:05  p.m.  (CDST)  on  July 
5,  1982 

In  brief,  the  story  of  the  Penn  Square  Bank  is  one  of 
rapid  and  uncontrolled  growth  centered  principally  in 
poor-quality  loans  As  is  typical  of  banks  with  as¬ 
set  problems,  Penn  Square  suffered  from  a  variety  of 
related  ills,  including,  in  this  case,  insufficient  capital 
and  liquidity. 

The  Comptroller's  Office  has  devoted  special  super¬ 
visory  attention  to  Penn  Square  since  early  1980  when 
problems  were  first  identified  At  that  time  the  bank  was 
assigned  a  ‘  3"  rating  and  put  into  the  OCC’s  Special 


Projects  program.  Since  that  time  our  supervisory  efforts 
have  included  a  number  of  examinations  of  the  bank,  a 
Formal  Agreement  signed  by  the  bank's  own  directors,  a 
number  of  special  meetings  with  bank  executives  and 
the  board  of  directors,  periodic  written  progress  reports 
from  the  bank  and  a  significant  amount  of  supervisory 
correspondence.  We  believe  that  these  actions  were 
appropriate  for  a  “3”-rated  bank. 

We  repeatedly  got  assurances  from  management  that 
corrective  actions  had  been  or  would  be  accomplished. 
In  fact,  certain  of  the  promised  improvements  were 
noted  by  our  examiners  in  their  October  1981  examina¬ 
tion  of  the  bank  As  late  as  January  1982  we  believed 
the  outlook  to  be  favorable  and  that  all  substantive  areas 
of  concern  were  being  addressed  and  corrected. 
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Instead,  when  the  examination  began  in  April  1982, 
we  found  a  bank  in  serious  difficulty.  A  large  volume  of 
loans  had  been  added  since  late  1981  and  the  quality 
of  the  loan  portfolio  had  deteriorated  substantially.  Dur¬ 
ing  the  examination  it  became  clear  that  the  losses  in 
the  loan  portfolio  exceeded  the  capital  funds  of  the 
bank.  In  addition,  I  determined  that  the  bank  would  not 
be  able  to  continue  meeting  the  demands  of  its  credi¬ 
tors  and  depositors.  Accordingly,  on  July  5  I  declared 
the  bank  insolvent  and  appointed  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver. 

I  want  to  make  clear  that  the  magnitude  of  the  prob¬ 
lems  we  identified  in  1980  and  which  we  addressed  and 
monitored  through  late  1981  was  different  from  the  prob¬ 
lems  found  during  our  last  examination  of  the  bank.  For 
example,  the  bank's  volume  of  poor-quality  assets  when 
the  OCC  first  put  it  under  special  surveillance  was  about 
42  percent  of  its  capital.  This  percentage  increased  to 
54  percent  in  the  next  year  and  a  half.  Although  that  was 
higher  than  desirable,  such  a  figure  does  not  reflect  a 
bank  in  danger  of  failing. 

In  contrast,  in  our  April  1982  examination,  we  found 
poor-quality  assets  in  excess  of  300  percent  of  capital. 
Similarly,  loan  losses  identified  at  our  October  1981 


examination,  although  up  sharply  from  previous  years, 
totaled  less  than  $3  million  as  compared  to  more  than 
$47  million  as  of  July  5,  1982. 

The  point  is  that  from  early  1980  until  early  1982,  we 
were  dealing  with  problems  much  less  severe  than 
those  which  led  to  the  closing  of  the  bank.  Our  regula¬ 
tory  response  to  those  problems  was,  consistent  with 
our  examination  and  supervisory  approach. 

Clearly,  the  problems  noted  in  our  April  1982  exam¬ 
ination  warranted  a  much  more  stringent  regulatory  re¬ 
sponse.  When  it  became  clear  that  remedial  action 
could  not  await  the  conclusion  of  our  examination,  as  is 
our  normal  practice,  we  issued  a  Notice  of  Charges  and 
Temporary  Order  to  Cease  and  Desist  which  demanded 
immediate  corrective  action.  These  measures  were  ap¬ 
propriate  when  we  took  them  but  they  would  not  have 
been  appropriate  based  on  earlier  examinations. 

In  this  case,  we  followed  our  standard  procedures  for 
a  “3"-rated  bank.  The  failure  of  Penn  Square  raises  the 
obvious  question  of  whether  these  procedures  are  ap¬ 
propriate  for  Special  Projects  banks.  We  intend  to  fully 
review  our  policy  on  both  the  frequency  and  scope  of 
examinations  of  such  banks. 
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Federal  National  Mortgage  Association 
Adjustable-Rate  Mortgage  Plans 

Banking  Bulletin  82-10 

May  24,  1982 

PURPOSE 

This  bulletin  provides  information  concerning  the  ap¬ 
plication  of  the  Comptroller's  Adjustable-Rate  Mortgage 
(ARM)  regulation  to  certain  Federal  National  Mortgage 
Association  (FNMA)  Adjustable-Rate  Mortgage  Plans. 
National  banks  wishing  to  originate  loans  conforming  to 
FNMA  plans  2,  3,  4,  and  6,  including  any  graduated- 
payment  option  in  use  in  connection  with  them,  may  do 
so  without  observing  the  60-day  waiting  period  set  forth 
in  Section  29.9  of  the  ARM  regulation. 

SCOPE 

This  bulletin  applies  to  adjustable-rate  mortgages 
made  or  purchased  by  national  banks  pursuant  to  the 
Comptroller  of  the  Currency's  Adjustable-Rate  Mort¬ 
gage  regulation,  12  CFR  29,  as  amended  at  47  Federal 
Register  13775  (1982). 

BACKGROUND 

On  March  27,1981,  the  Comptroller  of  the  Currency 
published  a  final  regulation  at  46  Federal  Register 
18932  establishing  substantive  limitations  and  dis¬ 
closure  requirements  for  ali  national  banks  making  or 
purchasing  residential  mortgage  loans  carrying  an  inter¬ 
est  rate  subject  to  periodic  adjustment.  This  regulation 
is  codified  at  12  CFR  29,  as  amended  at  47  Federal 
Register  13775  (1982).  In  order  to  promote  innovation 
and  experimentation  in  the  mortgage  market,  Section 
29.9  of  the  regulation  permits  national  banks  to  submit 
for  this  Office’s  review  adjustable-rate  mortgage  plans 
which  do  not  conform  to  all  provisions  of  the  ARM  reg¬ 
ulation  but  which  adequately  provide  for  timely  repay¬ 
ment  of  the  loans  and  sufficiently  protect  borrowers 
against  payment  volatility. 

In  June  1981,  the  Federal  National  Mortgage  Asso¬ 
ciation  announced  plans  to  purchase  eight  different 
types  of  ARMs.  In  addition,  on  February  25,  1982, 
FNMA  announced  that  it  would  purchase  graduated- 
payment  adjustable-rate  mortgage  (GPARM)  versions 
of  two  of  the  ARM  plans.  A  third  GPARM  plan  was  added 
by  FNMA  on  March  18,  1982.  Of  the  FNMA  plans,  only 
two  conform  to  the  Office's  regulation  (exclusive  of  Sec¬ 
tion  29.9). 

The  Office  has  received,  pursuant  to  Section  29.9  of 
the  regulation,  requests  from  national  banks  for  permis¬ 
sion  to  offer  FNMA  ARM  plans  2,  3,  4,  and  6.  The  basic 
terms  of  these  mortgage  plans  are  set  forth  in  the  at¬ 
tached  table.  Fuller  descriptions  are  available  from 
FNMA.  The  Office  has  completed  its  review  of  these 
programs  and,  pursuant  to  Section  29.9  of  the  regula¬ 
tion,  has  authorized  the  inquiring  banks  to  offer  ARMs 
consistent  with  FNMA  plans  2,  3,  4,  and  6.  These  letters 
are  available  upon  request. 


DISCUSSION 

National  banks  wishing  to  originate  loans  conforming 
to  these  plans,  including  any  graduated-payment  op¬ 
tion  in  use  in  connection  with  them,  may  do  so  without 
observing  the  60-day  waiting  period  set  forth  in  Section 
29.9(b).  This  waiver  does  not  relieve  banks  of  the  re¬ 
quirement  of  submitting  all  loan  documents  in  connec¬ 
tion  with  such  plans  to  this  Office,  in  accordance  with  1 2 
CFR  29.9(b)  (no  later  than  the  date  on  which  the  bank 
first  offers  such  loans  to  any  prospective  borrower). 
National  Banks  wishing  to  offer  FNMA  plans  2,  3,  4,and 
6  are  reminded  of  the  need  to  satisfy  the  disclosure 
requirements  of  the  ARM  regulation  specified  in  Section 
29.8(a),  (b),  and  (d).  The  application  of  Sections 
29.8(a)(3),  29.8(a)(9),  29.8(b)(4),  and  29.8(a)(5)  to 
FNMA  ARM  and  GPARM  plans  is  explained  below.  Fi¬ 
nally,  the  Office  continues  to  reserve  the  right  at  any  time 
to  require  modification  or  termination  of  such  plans.  See 
12  CFR  29.9(a). 

Under  Section  29.8(a)(3)  of  the  regulation,  banks  are 
required  to  provide  borrowers  with  a  table  showing  the 
10-year  history  of  the  interest  rate  index  on  at  least  a 
semiannual  basis.  The  Office  has  prepared  tables  which 
show  the  weekly  average  auction  rates  on  U  S.  Treasury 
bills  with  maturities  of  6  months  and  the  weekly  average 
yields  on  U  S.  Treasury  securities  adjusted  to  constant 
maturities  of  1  year,  3  years,  and  5  years.  Those  index 
series  are  provided  in  an  attachment  to  this  Banking 
Issuance. 

The  hypothetical  example  set  forth  in  Section 
29.8(a)(9)  is  required  to  show  the  payments  on  a 
$10,000  loan  if  the  interest  rate  increases  10  percent¬ 
age  points  as  quickly  as  possible  under  the  terms  of  the 
bank’s  loan.  In  complying  with  this  provision,  the  bank 
should  assume  a  one  percentage  point  per  half  year 
increase  in  the  interest  rate  index  for  the  first  five  years. 
The  example  should  reflect  payment  adjustments  in 
response  to  the  125  percent  negative  amortization  cap 
if  it  becomes  binding  and  should  include  a  column 
reflecting  the  outstanding  loan  balance.  For  plan  2, 
payment  amounts  should  be  based  on  the  “estimated 
rate,"  as  computed  by  the  bank.  For  plans  3  and  4,  the 
example  should  reflect  any  optional  payment  change 
limitations  and  the  fact  that  payments  will  be  adjusted  to 
the  fully  amortizing  level  each  5  years.  Section  29.8(b) 
of  the  regulation  requires  banks  to  notify  borrowers 
30-45  days  before  any  interest  rate  change  occurs.  This 
notification  is  required  to  describe  any  payment  change 
and  any  other  contractual  effects  of  the  rate  change 
See  12  CFR  29  8(b)(4).  This  notification  should  include 
an  explanation  of  the  circumstances  that  have  led  to  the 
payment  change. 

For  plans  3  and  4,  the  borrower's  option  to  limit  pay¬ 
ment  changes  by  a  specified  percentage  of  the  pre¬ 
vious  payment  should  be  described  fully  in  the  notice  of 
interest  rate/payment  adjustment  and  in  the  initial  dis¬ 
closure  notice  See  12  CFR  29  8(a)(5)  and  29  8(b)(4) 
The  descriptions  should  include  the  method  and,  where 
appropriate,  the  time  by  which  the  borrower  must  notify 
the  bank  if  the  payment  cap  is  chosen 
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Any  questions  concerning  this  bulletin  should  be  di¬ 
rected  to:  Francis  S.  Rath,  Office  of  the  Comptroller  of 
the  Currency,  Legal  Advisory  Services  Division,  Wash¬ 
ington,  D.C 20219,  (202)  447-1880  or  David  Nebhut, 


Office  of  the  Comptroller  of  the  Currency,  Economic  and 
Policy  Analysis  Division,  Washington,  D.C.,  20219,  (202) 
447-1825. 

May  24,  1982 


SUMMARY  OF  FNMA  PLANS 


Interest 

Interest 

Payment 

Maximum 

Maximum 

Payment 

Graduated 

Graduated 

Plan 

Rate 

Rate  Adjust 

Adjust. 

Int.  Rate 

Payment 

Graduated 

Payment 

Period 

Index  (1) 

Period 

Period(2) 

Adjustment 

Adjustment^) 

Per  Year 

Period 

Extension 

ARM  2 

6  mos. 

6  mos. 

3  yrs. 

ARM  3 

1  yr. 

1  yr. 

1  yr. 

7V2% 

ARM  4 

3  yrs. 

2Vz  yrs. 

2Vz  yrs. 

18V2% 

ARM  6 

5  yrs. 

5  yrs. 

5  yrs. 

GPARM  2 

6  mos. 

6  mos. 

3  yrs. 

7Y2% 

3  yrs. 

None 

GPARM  4 

3  yrs. 

3  yrs. 

3  yrs. 

7V2% 

3  yrs. 

(4) 

GPARM  6 

5  yrs. 

5  yrs. 

5  yrs. 

7V2% 

5  yrs. 

(5) 

Note  This  table  provides  summary  information  only.  For  full  descriptions  of  the  terms  of  these  plans,  FNMA  rules  must  be  consulted 

1  All  indexes  are  weekly  average  yields  on  Treasury  securities  with  maturities  as  listed  in  the  table 

2  For  plans  allowing  negative  amortization,  the  limit  on  loan  principal  is  125%  of  original  loan  amount  If  this  level  is  or  will  be  reached,  payments 
will  be  adjusted  to  keep  loan  principal  from  exceeding  the  limit  regardless  of  any  other  rules  relating  to  payment  changes. 

3  Maximum  payment  adjustments  are  at  the  borrowers'  option  For  plans  with  maximum  payment  adjustments,  the  payment  will  be  set  every  five 
years  at  a  level  sufficient  to  fully  amortize  the  loan  without  regard  to  the  payment  adjustment  limitations 

4  Borrower  may  elect  71/2%  limit  on  payment  increase  for  years  4-6 

5  Borrower  may  elect  71/2%  limit  on  payment  increase  for  years  6-10. 


Rate  for  the  First  Week  in  June  and  December 

1971-81 
(In  Percent) 


3-Year 

1 -Year 

6-Month 

5-Year 

3-Year 

1-Year 

6-Month 

5-Year 

Treasury  Treasury  Treasury 

Treasury 

Treasury  Treasury  Treasury 

Treasury 

Rates1 

Rates2 

Rates3 

Rates4 

Rates' 

Rates2 

Rates3 

Rates4 

1971 

1976 

June  4 

5.83 

5.05 

4.508 

6.19 

June  4 

7.45 

6.69 

5.952 

7.72 

December  3 

5.37 

4.72 

4.431 

5.80 

December  3 

5.65 

4.92 

4.567 

6.02 

1972 

1977 

June  2 

5.48 

4.69 

4.106 

5.80 

June  3 

6.49 

5.86 

5.192 

6.87 

December  1 

5.96 

5.35 

5.178 

6.12 

December  2 

7.22 

6.91 

6.371 

7.35 

1973 

1978 

June  1 

6.85 

7.16 

6.864 

6.79 

June  2 

8.19 

7.92 

7.160 

8.27 

December  7 

6.91 

7.45 

7.766 

6.88 

December  1 

9.16 

10.11 

9.330 

8.92 

1974 

1979 

June  7 

8.10 

8.63 

8.426 

8.02 

June  1 

9.19 

9.88 

9.409 

9.01 

December  6 

7.43 

7.55 

7.564 

7.56 

December  7 

10.61 

11.92 

11.767 

10.34 

1975 

1980 

June  6 

7.18 

6.20 

5.505 

7.56 

June  6 

9.23 

8.56 

8.165 

9.58 

December  5 

7.55 

6.75 

5.995 

7.87 

December  5 

13.77 

15.18 

14.554 

13.40 

1981 

June  5 

14.42 

15.22 

14.491 

14.06 

December  4 

13.06 

12.00 

10.701 

13.03 

The  weekly  average  yield  on  United  States  Treasury  securities  adjusted  to  a  constant  maturity  of  3  years  as  published  in  the  Federal  Reserve 
Bulletin  and  made  available  weekly  by  the  Federal  Reserve  Board  in  Statistical  Release  H. 15(519) 

The  weekly  average  yield  on  United  States  Treasury  securities  adjusted  to  a  constant  maturity  of  1  year  as  published  in  the  Federral  Reserve 
Bulletin  and  made  available  weekly  by  the  Federal  Reserve  Board  in  Statistical  Release  FI. 15(519) 

The  week!  /  average  auction  rate  on  United  States  Treasury  bills  with  a  maturity  of  6  months  as  published  in  the  Federal  Reserve  Bulletin  and  made 
available  weekly  by  the  Federal  Reserve  Board  in  Statistical  Release  H  15(519) 

The  weekly  average  yield  on  United  States  Treasury  securities  adjusted  to  a  constant  maturity  of  5  years  as  published  in  the  Federal  Reserve 
Bulletin  arid  made  available  weekly  by  the  Federal  Reserve  Board  in  Statistical  Release  H  15(519) 
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BankAmerica  Corporation’s  Proposed 
Acquisition  of  Charles  Schwab 
Corporation 

June  10,  1982 

William  W.  Wiles,  Secretary 
Board  of  Governors  of  the 

Federal  Reserve  System 
Washington,  D  C.  20551 

Dear  Mr.  Wiles: 

The  Office  of  the  Comptroller  of  the  Currency  is 
pleased  to  offer  its  comments  on  the  application  of 
BankAmerica  Corporation  (BAC)  to  acquire  the  Charles 
Schwab  Corporation  (Schwab)  pursuant  to  Section 
4(c)(8)  of  the  Bank  Holding  Company  Act.  Schwab  is 
engaged  in  the  discount  securities  brokerage  business, 
through  its  subsidiary  Charles  Schwab  &  Co.,  Inc. 

We  understand  that  Schwab’s  business  involves  two 
principal  activities:  the  purchase  and  sale  of  securities 
solely  on  the  order  and  for  the  account  of  customers, 
and  the  extension  of  margin  credit  to  customers  within 
the  limitations  of  Regulation  T.  Schwab  also  offers  other 
incidental  services  to  its  customers.  These  include 
custodial  services,  payment  of  interest  on  customer 
credit  balances,  and  investment  of  credit  balances  in  an 
independent  money  market  fund.  It  also  provides  ac¬ 
cess  to  self-directed  IRAs  through  an  unaffiliated  sav¬ 
ings  and  loan  association. 

In  our  view,  the  Board  should  find  all  of  the  proposed 
activities  to  be  so  closely  related  to  banking  as  to  be  a 
proper  incident  thereto.  We  believe  none  of  the  activities 
are  illegal  for  bank  holding  companies  or  their  banking 
or  non-banking  subsidiaries.  Moreover,  we  believe  that 
the  acquisition  will  benefit  the  public  through  increased 
convenience  and  competition  with  no  discernable  ad¬ 
verse  effects. 

LEGAL  CONSIDERATIONS 

We  believe  that  the  activities  BAC  proposes  to  en¬ 
gage  in  by  acquiring  Schwab  are  closely  related  to 
banking  and  a  proper  incident  thereto,  as  required  by 
the  Bank  Holding  Company  Act  §4(c)(8).  In  National 
Courier  Association  v.  Board  of  Governors,  516  F.2d 
1229  (D  C.  Cir.  1975),  the  court  indicated  that  an  activity 
is  closely  related  to  banking  if  banks  provide  the  service 
or  provide  functionally  equivalent  or  integrally  related 
services.  Under  any  of  these  criteria  the  Board  could 
easily  approve  the  proposed  acquisition.  See,  JCT  Trust 
Company  Limited,  67  Fed.  Res.  Bull.  635  (1981). 

BAC  and  its  bank  subsidiary,  Bank  of  America  NT  & 
SA,  currently  engage  or  participate  in  all  of  Schwab’s 
activities.  Although  no  bank  conducts  brokerage  busi¬ 
ness  in  all  50  states  or  executes  securities  transactions 
on  the  floor  of  stock  exchanges,  banks  do  execute 
brokerage  transactions  for  customers  through  other 
brokers  or  dealers.  In  recent  months,  several  banks 
have  expanded  the  scope  of  their  securities  brokerage 
activities  to  emphasize  them  as  a  separately  managed 
and  advertised  line  of  business. 


National  banks  are  explicitly  authorized  to  purchase 
and  sell  securities  for  customers  12  USC  24(7).  Thus, 
as  long  as  the  bank  maintains  its  agent  status  on  each 
purchase  and  sale,  such  brokerage  business  is  legally 
permissible.  For  instance,  this  Office  has  in  the  past 
taken  the  position  that  national  banks  could  offer  an 
automatic  investment  service  to  customers  for  purchase 
of  selected  common  stocks.  See  Letter  of  James  E 
Smith,  Comptroller  of  the  Currency,  June  10.  1974.  The 
validity  of  this  opinion  was  considered  and  upheld  by 
the  court  in  New  York  Stock  Exchange  v.  Smith,  404 
F.Supp.  1091  (D.D.C.  1975),  vacated  on  other  grounds, 
562  F.2d  730  (D  C.  Cir.  1977). 

The  incidental  functions  performed  by  Scwab  are 
also  legally  permissible  banking  activities  and  are  cur¬ 
rently  performed  by  commercial  banks: 

•  Providing  margin  credit  is  a  traditional  banking 
service; 

•  Payment  of  interest  on  customer  balances  is  ob¬ 
viously  a  banking  function; 

•  Securities  custodial  services  are  traditionally  per¬ 
formed  by  bank  trust  departments; 

•  Banks  currently  offer  access  to  money  market 
accounts  and  individual  retirement  accounts. 

Thus,  it  is  clear  that  the  activities  that  BAC  proposes  to 
engage  in  through  the  acquisition  of  Schwab  are  closely 
related  to  banking  and  a  proper  incident  thereto. 

Not  only  is  it  legal  for  BAC  to  provide  the  kinds  of 
services  that  Schwab  offers,  but  it  is  also  legal  for  BAC 
to  enter  this  line  of  business  by  acquiring  Schwab 
Although  the  Glass-Steagall  Act  prohibits  affiliation  be¬ 
tween  a  member  bank  and  companies  which  are  “en¬ 
gaged  principally”  in  the  underwriting  or  distribution  of 
securities,  it  does  not  prohibit  affiliation  between  com¬ 
mercial  banks  and  companies  which  are  providing  se¬ 
curities  brokerage  services.  For  instance,  in  Board  of 
Governors  v.  Agnew,  329  U.S.  441  (1947),  the  Supreme 
Court  indicated  that  brokerage  business  was  not  to  be 
regarded  as  underwriting  or  distribution  of  securities. 
See  also,  Board  of  Governors  v.  Investment  Company 
Institute,  450  U.S.  46  (1981)  (which  suggests  that  only 
the  business  of  underwriting  securities  is  prohibited  for 
member  bank  affiliates,  and  then  only  if  underwriting 
constitutes  the  major  portion  of  the  firm's  business).  Our 
conclusion,  then,  is  that  there  is  no  legal  impediment  to 
BAC’s  proposed  acquisition  of  Schwab 

MARKET  CONSIDERATIONS 

We  also  believe  that  considerable  public  benefit 
could  accrue  from  BAC’s  acquisition  of  Schwab  These 
benefits  would  derive  from  the  strengthening  of  Sch¬ 
wab's  ability  to  provide  low-cost  brokerage  services  to 
the  markets  it  currently  serves  and  the  possible  intro¬ 
duction  of  those  services  into  other  markets  in  which 
BAC  has  a  banking  presence.  This  sustained  or  in¬ 
creased  price  competition  in  brokerage  services  should 
have  no  adverse  effects  on  the  banking  public,  and 
there  will  be  no  reduction  in  the  level  of  investor  protec¬ 
tion  available  to  Schwab's  customers. 

In  1975,  the  system  of  fixed  minimum  commission 
rates  for  executing  securities  transactions  on  an  ex- 
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change  was  eliminated  by  the  SEC,  thereby  permitting 
brokerage  firms  to  offer  services  on  a  price-competitive 
basis  Since  then,  various  firms  have  specialized  in  dis¬ 
count  brokerage — that  is,  offering  only  execution  of  pur¬ 
chases  and  sales.  While  these  firms  offer  potentially 
substantial  savings  to  the  customer  interested  only  in 
executing  trades — as  distinguished  from  purchasing  in¬ 
vestment  advisory  or  other  services — the  discount  bro¬ 
kerage  houses  have  not  yet  captured  a  significant  por¬ 
tion  of  the  market.  It  is  conceivable  that  they  could  do  so 
given  better  capitalization  and  better  marketing  of  their 
services. 

BAC's  acquisition  of  Schwab  offers  a  good  oppor¬ 
tunity  to  enhance  Schwab’s  capital  structure  and  in¬ 
crease  its  market  presence,  particularly  in  those  areas 
where  BAC  already  has  an  established  customer  base 
that  could  be  attracted  to  conveniently  located  and 
favorably  priced  brokerage  services.  We  note  that  sev¬ 
eral  banks  and  other  depository  institutions  have  re¬ 
cently  announced  plans  to  offer,  or  have  begun  offering 
access  to,  discount  brokerage  services  and  that  there 
appears  to  be  a  market  for  these  convenient  multiple- 
service  outlets.  Since  the  new  services  are  limited  to 
agency  purchases  and  sales  of  securities,  these  broad¬ 
ened  services  do  not  pose  any  material  risk  to  the 
banking  public. 

In  sum,  it  is  our  opinion  that  the  Board  should  find  that 
BAC's  acquisition  of  Schwab  will  benefit  the  public  and 
that  there  is  no  legal  impediment  to  the  acquisition. 

C.  T.  Conover 

Comptroller  of  the  Currency 


Foreign  Branching 

June  22,  1982 

J.  Paul  McGrath,  Esquire 
Assistant  Attorney  General 
Civil  Division 

U  S.  Department  of  Justice 
Washington,  D.C.  20530 

Re:  The  First  National  Bank  of  Boston  (International)  v. 
Banco  Nacional  de  Cuba ,  No.  81-982  (S.Ct.);  The 
Chase  Manhattan  Bank  v.  Vlshipco  Line,  No. 
81-1591  (S.  Ct.);  and  First  National  Citibank  v. 
Banco  Para  El  Comercio  Exterior  de  Cuba,  No. 
81-984  (S.Ct.) 

Dear  Mr  McGrath: 

This  letter  is  in  response  to  your  request  for  our  views 
with  regard  to  the  captioned  cases.  We  understand  that 
the  Supreme  Court  has  invited  the  Solicitor  General  to 
file  amicus  curiae  briefs  on  each  petition  for  certiorari. 
The  OCC  urges  your  office  to  support  Supreme  Court 
review  and  reversal  of  these  decisions  because  of  their 
great  importance  to  the  international  operations  of  U  S. 
banks 


The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
regulates  U.S.  national  banks  and  supervises  their  for¬ 
eign  branches.  As  of  1 980,  over  1 00  national  banks  had 
a  combined  total  of  672  foreign  branches  in  some  70 
different  countries.  Liabilities  of  foreign  branches  of  na¬ 
tional  banks  approximated  $240  billion.  OCC  also  ap¬ 
proves  applications  of  foreign  banks  to  establish  federal 
branches  and  agencies  in  the  U.S.  and  supervises 
such  branches  and  agencies.  The  Office  thus  has  a 
strong  interest  both  in  assuring  that  the  foreign  opera¬ 
tions  of  U.S.  banks  do  not  involve  undue  risk,  and  in 
assuring  “national  treatment”  for  U.S.  banks  operating 
overseas,  i.e.,  that  they  are  accorded  the  same  rights 
and  are  subject  to  the  same  obligations  as  are  locally 
chartered  banks  in  foreign  countries  and  that  foreign 
banks  operating  in  the  U.S.  similarly  are  accorded  the 
same  rights  and  are  subject  to  the  same  obligations  as 
are  American  banks. 

The  Second  Circuit's  decisions  in  the  captioned 
cases  concerning  the  legal  status  of  foreign  branches 
and  the  treatment  of  their  assets,  liabilities  and  contrac¬ 
tual  obligations  are  incorrect  as  a  matter  of  law  and 
practice.  Foreign  branches  of  banks  are  hybrids.  De¬ 
pending  upon  (1)  their  treatment  by  local  country  law 
and  (2)  the  construction  of  the  specific  transaction  in 
which  they  are  involved,  they  may  be  either  a  separate 
legal  and  economic  entity  for  all  intents  and  purposes, 
or  merely  a  convenient  office  of  the  parent  bank. 

The  foreign  branches  of  U.S.  banks  are  hybrids  be¬ 
cause  they  are  established  pursuant  to  and  operate 
under  the  auspices  of  the  law  of  a  foreign  country  as 
well  as  U.S.  law.  They  enter  into  contractual  obligations 
with  local  customers  pursuant  to  local  legal  strictures; 
they  deal  in  local  currency;  assets  on  their  books  may 
be  denominated  in  local  currency  and  security  for  loans 
to  local  customers  may  by  law  be  required  to  be  main¬ 
tained  within  the  country  (i.e.,  deposits  securing  letters 
of  credit,  or  collateral  securing  loans).  In  recognition  of 
the  distinct  differences  in  operation  between  a  foreign 
branch  and  its  domestic  counterpart,  each  foreign 
branch  must,  by  statute  (12  USC  604),  maintain  an 
asset  and  liability  ledger  separate  from  its  parent.1  By 
regulation,  each  foreign  branch  of  a  national  bank  must 
file  a  separate  report  of  condition  with  the  OCC  on  an 
annual  basis.  OCC  examines  such  branches  (to  the 
extent  allowed  by  local  law)  and  assesses  the  risk  which 
each  poses  to  the  parent  national  bank. 

The  Second  Circuit  has  failed  to  recognize  in  the 
three  captioned  decisions  that  foreign  branches  must 
act  under  two  sets  of  laws  and  deal  with  two  sets  of 
currencies.  The  Court’s  decisions  have  placed  an  un¬ 
due  and  unnecessary  burden  on  the  parent  bank  in 
terms  of  risk  and  liability  and  have  serious  ramifications 
for  the  continued  operation  and  expansion  of  the  inter¬ 
national  networks  of  U.S.  banks. 


1  This  same  practice  was  followed  by  Chase  Manhattan's  Vietnam 
Branches  -  the  piastre  deposits  in  accounts  with  the  Vietnam 
Branches  were  not  carried  on  the  books  of  the  parent  bank  In 
Vishipco,  Chase  was  required  by  the  Second  Circuit  to  honor  non- 
booked  piastre  deposits,  while  in  First  National  Bank  of  Boston,  the 
Second  Circuit  held  in  effect  that  the  peso  deposits  held  in  the  Cuban 
Branches  as  collateral  for  the  letters  of  credit  could  not  be  reached  by 
First  National  Bank  of  Boston 


36 


I.  The  First  National  Bank  of  Boston 
(International)  v.  Banco  Nacional  de  Cuba , 
No.  81-982  (S.Ct.) 

In  this  case,  the  Court  held  that  because  the  Cuban 
Branches  of  First  Boston  were  not  separate  legal  en¬ 
tities,  liabilities  of  the  Cuban  Branches  to  the  head  office 
were  mere  bookkeeping  entries  which  would  not  be 
accorded  legal  recognition.  However,  an  examination  of 
the  facts  and  relevant  statutes  and  regulations  reveals 
that  the  Cuban  Government  and  the  United  States 
treated  these  foreign  branches  as  separate  entities,  and 
that  in  this  case  the  branches  assumed  the  role  of 
correspondents  with  their  main  office. 

FNB  Boston,  which  operates  foreign  branches 
throughout  the  world,  is  a  national  banking  association 
organized  under  the  laws  of  the  United  States  with  its 
head  office  in  Boston,  Massachusetts.  Petitioner  BBI, 
which  is  a  wholly-owned  Edge  Act  subsidiary  of  FNB 
Boston  and  the  assignee  of  its  claims  in  this  action,  has 
its  principal  office  in  New  York  City. 

In  1923,  pursuant  to  Section  25  of  the  Federal  Re¬ 
serve  Act  (12  USC  601-604),  FNB  Boston  established  a 
branch  office  in  Havana,  Cuba,  and  subsequently  es¬ 
tablished  five  Cuban  subbranches  (the  “Cuban  Branch¬ 
es'').  The  Cuban  Branches  thereafter  engaged  in  gen¬ 
eral  banking  operations  until  September  17,  1960, 
when  they  were  expropriated  by  the  Cuban  Govern¬ 
ment. 

The  Cuban  Branches  were  operated  in  a  manner 
typical  of  foreign  branch  operations  generally.  They  en¬ 
joyed  substantial  operating  autonomy  and  were  sepa¬ 
rate  enterprises  for  bookkeeping  purposes.  In  this  re¬ 
gard,  as  required  by  Section  25  of  the  Federal  Reserve 
Act,  12  USC  604,  and  by  Cuban  law,  the  Cuban 
Branches  maintained  completely  independent  records. 
The  Cuban  Government,  moreover,  treated  the  Cuban 
Branches  as  entities  distinct  and  independent  of  their 
head  office  in  Boston  for  purposes  of  bank  regulation 
and  taxes.  In  short,  the  Cuban  Branches  were  regarded 
by  the  Cuban  Government  as  Cuban  banks  for  more 
than  30  years. 

On  a  regular  and  ongoing  basis,  the  Cuban  Branches 
independently  engaged  in  a  broad  range  of  commer¬ 
cial  banking  transactions  with  other  Cuban  banks,  as 
well  as  banks  in  the  United  States  and  elsewhere.  These 
transactions  included  the  issuance  of  documentary  let¬ 
ters  of  credit,  the  collection  of  commercial  paper,  the 
collection  and  payment  of  checks,  the  negotiation  of 
drafts  and  bills  of  exchange,  the  execution  of  payment 
orders,  and  other  transactions  common  to  a  bank  en¬ 
gaged  in  the  support  of  international  commerce. 

In  keeping  with  sound  banking  practice,  when  the 
Cuban  Branches  engaged  in  commercial  transactions 
with  FNB  Boston,  its  other  foreign  branches  or  its  bank¬ 
ing  affiliates,  such  as  BBI,  they  followed  the  same  pro¬ 
cedures  which  were  followed  when  dealing  with  legally 
separate  and  independent  banks.  Similarly,  FNB 
Boston  and  the  Cuban  Branches  imposed  on  one  an¬ 
other  the  same  charges  and  commissions  that  were 
imposed  on  other  unrelated  banks  for  similar  banking 
transactions.  For  purposes  of  international  commercial 
banking  transactions  carried  out  between  them,  the 


relationship  of  each  to  the  other  was  that  of  a  foreign 
correspondent  bank. 

While  the  Cuban  Branches  were  not  separately  incor¬ 
porated,  as  they  could  not  have  been  under  Cuban  law, 
they  were  required  by  Cuban  law  to  be  separately  cap¬ 
italized  and  were  also  required  to  set  aside  a  reserve  for 
contingencies  based  on  20  percent  of  branch  profits. 
The  day-to-day  operations  of  the  Cuban  Branches  were 
supervised  by  a  Management  Group,  the  members  of 
which  were  recommended  by  FNB  Boston.  This  group 
managed  the  Cuban  Branch  operations  under  a  broad 
power  of  attorney  issued  by  FNB  Boston.  These  charac¬ 
teristics  are  typical  of  foreign  branch  operations. 

For  many  years  prior  to  expropriation,  the  Cuban 
Branches  had  issued  letters  of  credit  for  the  account  of 
Cuban  importers  of  United  States  merchandise.  These 
letters  of  credit  carried  the  irrevocable  obligation  of  the 
issuing  Cuban  Branch  to  the  United  States  beneficiary 
to  pay  up  to  the  face  amount  of  the  credit  against 
presentation  to  a  designated  foreign  correspondent 
bank  (including  from  time  to  time  FNB  Boston  or  BBI)  of 
documents  conforming  to  the  terms  of  each  such  letter 
of  credit. 

The  letters  of  credit  were  expressly  made  subject  to 
the  Uniform  Customs  and  Practice  for  Commercial  Doc¬ 
umentary  Credits  (UCC  Brochure  No.  151)  (1951  Revi¬ 
sion),  and  were  issued,  confirmed  and  processed  pur¬ 
suant  thereto.  The  express  undertaking  by  the  issuing 
bank  in  favor  of  the  beneficiary,  and  the  corresponding 
undertaking  to  reimburse  the  confirming  bank,  are  set 
forth  in  Articles  5  and  10,  respectively,  of  the  Uniform 
Customs  and  Practice  (A103-A104).  See  generally,  H. 
Harfield,  Bank  Credits  and  Acceptances,  31-38,  41-55, 
261  (5th  ed.  1974). 

All  credit  evaluations  were  done  by  the  Cuban 
Branches,  and,  as  would  be  the  case  with  a  totally 
unrelated  confirming  bank,  FNB  Boston’s  first  contact 
with  any  given  transaction  would  be  its  receipt  of  the 
original  letter  of  credit  in  Boston,  together  with  a  request 
for  confirmation.  FNB  Boston  would  then  confirm  the 
letter  of  credit  to  the  United  States  exporter,  as  it  would 
in  the  ordinary  course  for  an  unrelated  foreign  corres¬ 
pondent  bank,  and  charge  a  fee  to  the  Cuban  Branch 
issuer  for  so  doing.  Upon  presentation  of  conforming 
documents  to  FNB  Boston  or  BBI,  the  United  States 
exporter  would  be  paid  by  FNB  Boston,  the  Cuban 
Branch  account  would  be  debited,  and  the  shipping 
documents  and  an  advice  of  debit  would  be  forwarded 
to  Cuba.  Upon  receipt  of  the  shipping  documents  by 
the  Cuban  Branches,  the  peso  account  of  the  Cuban 
customer  would  be  debited,  and  the  Cuban  Branches 
would  reimburse  FNB  Boston  for  the  amount  it  had  paid 
the  exporter — in  dollars.  The  Cuban  customers  placed 
peso  deposits  in  accounts  with  the  Cuban  Branches  as 
collateral  for  the  letters  of  credit. 

The  Branches,  acting  in  a  correspondent  capacity, 
had  to  convert  the  pesos  on  account  with  them  into 
dollars  through  the  Cuban  Central  Bank,  to  be  passed 
on  to  the  parent.  There  was  no  automatic  debit  of  the 
peso  deposit  account  of  the  foreign  branch  when  the 
letters  of  credit  were  honored  in  dollars  by  the  parent 
upon  presentation  of  the  letters  of  credit  by  the  benefi¬ 
ciary.  The  parent  office  would,  according  to  its  implied 
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correspondent  contract  with  the  foreign  branch,  pay  out 
the  letter  of  credit  in  dollars  and  then  look  to  the  foreign 
branches  for  reimbursement.  If  these  were  simple 
branches  of  a  mam  office,  there  would  be  no  necessity 
for  the  parent  office  to  approach  the  branch  for  repay¬ 
ment. 

Section  25  of  the  Federal  Reserve  Act,  12  USC  604, 
specifically  provides  that: 

[ejvery  national  banking  association  operating  for¬ 
eign  branches  shall  conduct  the  accounts  of  each 
foreign  branch  independently  of  the  accounts  of 
other  foreign  branches  established  by  it  and  of  its 
home  office.  .  .  (Act  of  Dec.  23,  1913,  c.  6,  §25,  38 
Stat.  273,  12  USC  604). 

While  1 2  USC  604  cannot  be  read  to  mean  that  a  foreign 
branch  is  a  separate  corporation,  it  clearly  provides  for 
the  establishment  of  a  foreign  branch  as  a  separate 
economic  entity.  This  section  also  provides  a  clear  stat¬ 
utory  basis  for  recognizing  liabilities  owed  by  a  foreign 
branch  to  its  head  office  when  their  legal  relationship  is 
severed,  whether  through  expropriation  or  otherwise.2 

12  USC  604a  empowers  the  Federal  Reserve  Board 
to  prescribe  regulations  to  permit  the  foreign  branches 
of  national  banks  to  exercise  in  addition  to  their  general 
powers, 

such  further  powers  as  may  be  usual  in  connection 
with  the  transaction  of  the  business  in  the  places 
where  such  foreign  branch  shall  transact  business. 


2  Courts  have  uniformly  recognized  that  pursuant  to  12  USC  604,  a 
foreign  branch  and  its  head  office  can  be  treated  as  separate  entities 
for  the  purpose  of  commercial  transactions  carried  out  between  them, 
such  as  those  involving  letters  of  credit.  See,  Pan-American  Bank  & 
Trust  Co  v.  National  City  Bank  of  New  York,  6  F.2d  762  (2d  Cir. ),  cert 
denied,  269  U  S  554  (1925),  which  involved  a  letter  of  credit  issued 
by  the  New  York  office  of  National  City  Bank’s  branch  in  Rio  de 
Janeiro.  The  Court  of  Appeals  (after  first  reciting  1 2  USC  604)  read  it  to 
mean  that  “[a  foreign)  branch  is  not  a  mere  ‘teller's  window',  it  is  a 
separate  business  entity."  6  F,2d  at  767.  The  Court  then  analyzed  the 
letter  of  credit  transaction  against  the  backdrop  of  12  USC  604 

[T]he  Rio  branch,  in  so  becoming  a  holder  of  the  drafts,  and 
then  sending  them  to  New  York  for  collection,  assumed  the 
same  relation  to  its  home  office  that  any  other  bank  or  person 
that  had  similarly  negotiated  the  paper  would  have  assumed  In 
fact,  as  the  evidence  shows,  the  drafts  and  accompanying 
documents  went  from  the  Rio  branch  to  the  New  York  home 
office  with  a  demand  for  credit,  i.e.,  a  demand  for  payment,  and 
payment  was  just  what  the  cited  act  of  Congress  [12  U.S.C. 
§604]  in  effect  requires,  and  illustrates  the  rulings  that,  in  re¬ 
spect  of  the  collection  of  forwarded  paper,  branches  and  parent 
bank  are  to  be  considered  as  separate  entities 

Other  courts  have  been  uniform  in  their  analysis  of  the  hybrid  branch- 
separate  entity  status  of  these  international  facilities.  See,  e  g.,  United 
States  v  First  National  City  Bank,  321  F.2d  14,  22-23  (2nd  Cir.  1963), 
rev'd  on  other  grounds,  379  U  S  378,  384  (1965),  First  National  City 
Bank  v.  IBS,  271  F  2d  616  619  McGrath  v.  Agency  of  Chartered  Bank 
of  India,  Australia  &  China,  104  F  Supp.  964,  968  (S  D  N  Y  1952),  aff'd 
on  opinion  below.  201  F2d  268  (2d  Cir  1953)  (Kaufman,  D  J .); 
McCloskey  v  Chase  Manhattan  Bank,  11  N  Y.  2d  936,  228  N.Y.S  2d 
825,  183  N  E  2d  227  (1962);  Chrzanowski  v.  Corn  Exchange  Bank, 
173  AD  285  159  NYS  385  (1st  Dep't  1916).  aff’d,  225  NY  728  122 
ME  877  (1919)  Clinton  Trust  Co.  v.  Compama  Azucarera  Central 
Mabay.  S  A  ,  172  Misc  148  14  N  YS  2d  743  (Sup  Ct  N  Y  Cty),  aff'd, 
258  A  D  780,  15  N  YS  2d  727  (1st  Dept  1939),  Bluebird  Undergar¬ 
ment  Corp  v  Gomez  139  Misc  742.  249  NYS  319  (Civ  Ct.  N  Y  Cty., 
1931) 


Regulation  K,  adopted  by  the  Board  under  this  statute, 
expressly  allows  foreign  branches  of  national  banks  to 
engage  in  transactions  that  would  be  unlawful  if  en¬ 
gaged  in  by  their  domestic  parents:  a  foreign  branch  is 
permitted,  for  example,  to  guarantee  its  customers’  debt 
and  to  act  as  an  insurance  agent.  1 2  CFR  211.3  (1981 ). 
Moreover,  foreign  branch  deposits  that  are  payable  only 
at  offices  outside  of  the  United  States  are  excluded  both 
from  the  reserve  requirements  imposed  by  Regulation  D 
and  the  interest  rate  limitations  imposed  by  Regulation 
Q.  12  CFR  204.1(c)(5),  217.0(d)  (1981).  See  12  CFR 
204.1 12  (1980).  Foreign  branch  deposits  are  not  insured 
by  the  Federal  Deposit  Insurance  Corporation. 

On  the  international  banking  scene  in  general,  for 
purposes  of  computing  the  U  S.  balance  of  payments, 
the  foreign  branch  of  a  domestic  bank  is  likewise  re¬ 
garded  as  a  separate  economic  entity,  and  transfers 
effected  between  the  branch  and  its  home  office  are 
treated  as  equivalent  to  transfers  between  entities  that 
are  legally  distinct.  International  Monetary  Fund,  Bal¬ 
ance  of  Payments  Manual  7-10,  22-23  (4th  ed.  1977). 

Just  as  the  Federal  Reserve  Act  and  the  Cuban  Gov¬ 
ernment  treated  these  Cuban  Branches  as  separate 
entities  for  purposes  of  regulation  and  taxation,  so  too 
does  the  United  States  treat  branches  of  foreign  banks 
in  the  United  States  as  separate  entities  pursuant  to  the 
International  Banking  Act  of  1 978,  1 2  USC  31 01 ,  et  seq. 
("IBA").  Like  12  USC  604,  Section  3102(b)  of  the  IBA 
requires  that  any  federal  branch  or  agency  of  a  foreign 
bank  maintain  “branch  and  agency  accounts  separate 
from  those  of  the  parent  bank.”  Federal  branch  opera¬ 
tions  are  entitled  under  this  section  to  the  same  “rights 
and  privileges”  and  are  subject  to  the  same  “duties, 
restrictions,  conditions  and  limitations”  as  a  national 
bank  at  the  same  location.3 

The  treatment  of  a  federal  branch  as  a  separate  entity 
is  given  express  effect  in  the  context  of  a  branch  liquida¬ 
tion.  Section  4  of  the  IBA,  12  USC  31 02(j)(2)(a),  ex¬ 
pressly  incorporates  the  separate  entity  doctrine  by 
preventing  creditors  of  the  foreign  bank  from  asserting 
any  claims  against  the  branch  which  have  no  relation  to 
transactions  with  the  branch  itself:  claims  are  dis¬ 
allowed 

that  would  not  represent  an  enforceable  legal  obli¬ 
gation  against  such  branch  or  agency  if  such 

branch  or  agency  were  a  legal  entity. 

The  language  of  Subsection  (b)  of  12  USC  3102(j)(2) 
then  gives  express  statutory  recognition  to  “amounts 
due  and  other  liabilities  to  other  offices  or  branches  of 
.  .  .  (the  parent]  foreign  bank"  but  subordinates  such 
claims  to  those  of  unrelated  creditors  by  providing  that 
the  branch  liquidator  shall  return  to  the  head  office  of 
the  foreign  bank  the  balance  remaining  after  satisfac¬ 
tion  of  all  other  claims  against  the  branch.  In  enacting 
the  IBA,  Congress  had  before  it  a  detailed  analysis  of 


3  The  Federal  Deposit  Insurance  Corporation  insures  the  deposits  in 
branches  of  foreign  banks  established  in  the  United  States.  Foreign 
branches  in  the  U  S  are  assessed  regular  fees  by  the  FDIC  to  support 
the  deposit  insurance  based  upon  the  amount  of  the  branch's  sepa¬ 
rate  assets  The  deposits  held  in  foreign  branches  of  U  S  banks  are 
not  insured  by  the  FDIC. 
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state  regulation  of  foreign  banking  in  the  context  of 
which  United  States  branches  of  foreign  banks  are  in 
fact  treated  as  separate  entities,  and  Congress  incorpo¬ 
rated  this  state  treatment  into  the  Act.4 

When  it  is  recognized  (1)  that  a  transaction  by  a 
United  States  bank  carried  out  with  its  foreign  branch 
has  the  same  economic  characteristics  as  a  similar 
transaction  carried  out  with  an  unrelated  foreign  corres¬ 
pondent  bank,  and  (2)  that  federal  and  state  legislation 
expressly  treat  United  States  branches  of  foreign  banks 
as  separate  entities  for  the  purpose,  among  others,  of 
recognizing  branch  liabilities  to  their  foreign  head  of¬ 
fices,  it  makes  neither  economic  nor  legal  sense  to  hold 
that  a  foreign  branch  of  a  United  States  bank  cannot  be 
treated  as  a  separate  entity  for  the  purpose  of  asserting 
a  commercial  claim  against  the  successor  to  all  of  the 
liabilities  of  the  branch.  Contrary  to  the  Court's  assertion 
that  parent/foreign  branch  transactions  are  mere  book¬ 
keeping  entries  without  substance,  such  transactions 
represent  “real”  transfers  in  an  economic  sense.  Where, 
as  here,  a  liability  of  a  foreign  branch  to  the  head  office 
will  not  be  repaid,  it  is  a  “loss”  to  the  parent  bank  in  real 
economic  terms  and  must  be  charged-off  by  the  parent. 

Finally,  the  Court’s  treatment  of  parent  and  foreign 
branch  as  one  entity  for  legal  and  economic  purposes 
is  particularly  inappropriate  in  the  case  of  an  expropria¬ 
tion.  Quite  clearly,  the  foreign  government  can  (and 
purports  to)  expropriate  only  the  assets  of  the  foreign 
branch — not  the  assets  of  the  bank  as  a  whole.  Simi¬ 
larly,  if  liabilities  are  assumed  in  the  course  of  an  expro¬ 
priation  (as  they  were  here),  the  liabilities  assumed  are 
those  on  the  books  of  the  foreign  branch — not  the  lia¬ 
bilities  of  the  consolidated  entity.  Nothing  can  demon¬ 
strate  more  concretely  the  separate  status  of  a  foreign 
branch.  Moreover,  after  expropriation,  a  branch  clearly 
is  no  longer  a  legal  or  economic  component  of  the 
parent  in  any  sense.  Thus,  when  First  Boston  honored 
their  confirmation  and  paid  the  letters  of  credit  after  the 
expropriation  of  its  Cuban  Branches,  the  liability  of  the 
branches  to  First  Boston  for  the  payments  was  the  lia¬ 
bility  of  legally  separate  entities.  The  Court's  refusal  to 
recognize  separate  entity  status  for  the  branches,  even 
after  their  expropriation,  is  patently  in  error  and  mate¬ 
rially  increases  the  risks  of  overseas  operations  by  U  S. 
banks. 

II.  The  Chase  Manhattan  v.  Vishipco  Line, 

No.  81-1591  (S.Ct.) 

This  case  involved  the  Vietnamese  currency  deposits 
of  Vietnamese  nationals  in  the  Saigon  branch  of  Chase 
Manhattan  Bank.  Vietnamese  law  required  Chase  to 
operate  through  a  branch  rather  than  through  a  sepa¬ 
rately  incorporated  subsidiary.  The  local  law  also  for¬ 


4  In  general,  the  IBA  was  patterned  after  the  statutes  regulating  for- 
eign  banking  previously  adopted  by  New  York,  Illinois  and  California 
(See  N  Y.  Banking  Law  §202  et  seq )  Before  the  Congress  was  an 
extensive  analysis  of  the  statutory  schemes  in  these  jurisdictions, 
which  provided  for  treatment  of  the  domestic  branches  of  foreign 
banks  “as  if  they  were  separately  incorporated  subsidiaries  “  Foreign 
Bank  Act  of  1975  Hearings  on  S  958  Before  Sub-Comm  on  Financial 
Institutions  of  Comm  on  Banking,  Housing  and  Urban  Affairs,  94th 
Cong  1st  Sess  22-23  (1975) 


bade  the  holding  of  foreign  currency,  including  dollars, 
by  Vietnamese  nationals  or  payments  to  them  in  foreign 
currency.  The  law  expressly  exempted  banks  from  lia¬ 
bility  for  losses  incurred  during  a  national  emergency 
Chase’s  deposit  contracts  with  the  plaintiffs  reflected 
these  provisions  of  Vietnamese  law  and  provided  that 
deposits  were  payable  only  at  the  Saigon  branch. 

Notwithstanding  Vietnamese  law  and  the  deposit 
contracts,  the  Second  Circuit  held  in  Vishipco  that  when 
a  foreign  branch  of  a  U  S.  bank  suspends  its  services 
during  times  of  national  hostility,  the  deposit  liabilities  of 
the  branch  are  transferred  to  the  parent  bank,  and  are 
payable  in  dollars,  even  though  the  assets  remain  in  the 
foreign  country.  The  Second  Circuit's  reasoning  was  that 
U  S.  banks  operating  abroad  gain  a  marketing  advan¬ 
tage  over  local  banks  by  implicitly  or  explicitly  repre¬ 
senting  that  deposits  will  be  safer  with  them  than  with 
the  locally  incorporated  competition.  In  the  Court’s  view, 
this  marketing  advantage— derived  from  the  financial 
strength  of  the  consolidated  entity  and  the  fact  of  the 
parent's  base  in  the  U  S. — should  result,  from  an  equita¬ 
ble  standpoint,  in  imposing  on  the  U  S.  bank  obligations 
and  liabilities  to  depositors  from  which  the  local  com¬ 
petitors  of  its  foreign  branches  are  immune.  In  the 
Court’s  view,  deposits  in  foreign  branches  are  a  debt, 
not  a  bailment,  and  the  parent  ultimately  is  liable  for  the 
debts  of  its  branches. 

In  seeking  to  reach  an  “equitable”  decision  (I.e.,  that 
the  bank  is  better  able  to  bear  the  risk  of  losses  from  war 
and  expropriation  than  is  the  depositor),  the  Court 
wholly  misconstrued  the  typical  relationship  of  U  S. 
banks’  foreign  branches  with  their  local  customers,  and 
denied  recognition  to  foreign  laws  under  which  U  S. 
banks  must  operate,  as  well  as  U.S.  law  and  regulation 
governing  their  foreign  accounts.  Most  importantly,  the 
Court's  decision,  if  allowed  to  stand,  imposes  a  risk  on 
overseas  branches  which  is  unacceptable  from  a  super¬ 
visory  standpoint  and  could  result  in  significant  re¬ 
strictions  on  where  and  how  U.S.  banks  may  operate. 

Initially,  U.S.  banks  operating  abroad  (and  subject  to 
the  laws  of  the  “host”  country)  do  not  and  cannot  repre¬ 
sent  to  potential  depositors  that  in  dealing  with  a  U.S. 
bank  they  can  escape  the  present  or  future  strictures  of 
local  law  or  that  deposits  generally  are  payable  else¬ 
where  or  in  other  currencies.  Rather,  U  S  (and  other 
major  multinational)  banks  most  typically  attract  busi¬ 
ness  because  their  worldwide  networks  are  suitable  for 
the  trade  transactions  of  their  customers  (Here,  for 
example,  the  corporate  plaintiffs  were  Vietnamese  ship¬ 
ping  companies.)  Thus,  the  factual  underpinnings  for 
the  Court's  imposition  of  liability  on  the  bank  simply  do 
not  comport  with  the  realities  of  multinational  banks’ 
relations  with  the  customers  of  their  foreign  branches 

Secondly,  U.S  (and  other  multinational)  banks  oper¬ 
ating  in  foreign  countries  do  so  subject  to  the  laws  of 
those  countries.  If  local  laws  require  deposits  and  pay¬ 
ment  in  local  currency  only  or  otherwise  place  re¬ 
strictions  on  the  bank's  dealings  with  its  customers- 
such  as  controls  on  capital  exports — the  bank  must 
adhere  to  those  laws.  The  Second  Circuit's  decision  to 
ignore  the  then-prevailing  local  law  governing  transac¬ 
tions  between  a  foreign  branch  and  nationals  of  the 
country,  may  make  foreign  governments  hesitant  to  al- 
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low  U  S  banks  to  operate  in  their  countries  and  deal 
with  their  citizens.  In  contrast,  the  policy  of  the  U.S. 
government  embodied  in  the  IBA  is  to  treat  U.S. 
branches  of  foreign  banks  on  a  par  with  domestic 
banks — to  afford  them  the  same  privileges  and  powers 
and  subject  them  to  the  same  laws  and  restrictions. 
Similarly,  we  seek  to  persuade  foreign  governments  to 
open  their  countries  to  U.S.  bank  branches  and  to  ac¬ 
cord  them  “national  treatment,”  i.e.,  the  same  rights  and 
obligations  as  the  “host"  country's  banks  have.  The 
Court’s  decision  here  substantially  undermines  that  pol¬ 
icy  objective. 

Thirdly,  in  requiring  payment  by  the  parent  bank  in 
dollars  of  a  branch  deposit  denominated  in  and  con¬ 
tractually  payable  only  in  a  foreign  currency,  the  Court 
has  disregarded  the  restrictions  of  U.S.  law  on  such 
payments.  Deposits  in  a  foreign  branch  may,  by  terms  of 
the  agreement,  and  (if  not  in  contravention  of  local  law) 
be  payable  at  the  U.S.  office  of  the  parent.  Such  depos¬ 
its,  however,  would  be  subject  to  Regulations  D  (reserve 
requirements)  and  Q  (limits  on  interest  payable)  of  the 
Federal  Reserve.  In  fact,  almost  all  deposits  in  foreign 
branches  (whether  in  local  currency,  euro-currencies,  or 
euro-dollars)  are  not  payable  in  the  U.S.  and  therefore, 
are  exempt  from  these  regulations.  Similarly,  overseas 
deposits  are  not  insured  by  the  FDIC.  Because  foreign 
branches  are  not  subject  to  these  costs  and  restrictions, 
they  pay  interest  on  such  accounts  which  is  not  avail¬ 
able  to  depositors  in  their  domestic  offices.  In  short,  if 
the  depositor  wishes  to  contract  for  the  relative  security 
of  a  deposit  payable  in  dollars  in  the  U.S.,  he  must 
forego  the  interest  or  other  advantageous  aspects  of  a 
deposit  account  payable  only  in  local  currency  or  in  a 
foreign  office.  By  directing  that  the  deposits  here  be 
paid  in  dollars,  the  Court’s  decision  conflicts  with  the 
restrictions  imposed  by  U.S.  law  on  foreign  operations 
of  U.S.  banks. 

Finally,  in  holding  the  parent  bank  liable  for  local 
currency  deposits  in  its  foreign  branches  which  cannot 
be  paid  due  to  war  and  expropriation  or  which  have 
become  worthless,  the  Court  imposes  an  unacceptable 
risk  on  the  overseas  operations  of  U.S.  banks.  While  the 
Court  is  correct  in  noting  that  depositors  are  not  looking 
solely  to  the  assets  of  the  foreign  branch  as  security  for 
their  deposits,  it  is  equally  correct  that,  in  evaluating  the 
condition  of  a  foreign  branch  and  the  potential  risk  to  the 
parent,  U.S.  supervisory  authorities  do  look  for  an  asset/ 
liability  balance  in  each  foreign  branch  and  expect  that 
the  assets  of  the  branch  will  enable  it  to  meet  its  lia¬ 
bilities. 

Moreover,  a  supervisory  assessment  of  the  risk  posed 
by  a  foreign  branch  to  its  parent  U.S.  bank  necessarily 
includes  taking  into  account  both  relevant  features  of 
local  law  governing  the  branch’s  operations  (e.g., 
Vietnamese  law  providing  that  a  bank  is  not  liable  for 
losses  incurred  as  a  result  of  a  national  emergency)  and 
the  fact  that  local  currency  deposits  are  not  payable  in 
dollars  or  in  the  U.S.  Total  local  currency  liabilities  of 
overseas  branches  of  U.S.  banks  equalled  $58  billion  at 
year-end  1980  Of  this  amount,  some  $13.5  billion  were 
held  in  non-OECD  (third  world)  countries.  The  risk  to 
parent  U  S  banks  posed  by  these  local  currency  lia¬ 
bilities  is  considered  offset  by  local  currency  denomi¬ 


nated  assets  held  by  the  branches  and  by  the  fact  that 
such  deposits  are  not  convertible  into  dollars  or  payable 
in  the  U.S.  However,  the  Second  Circuit’s  decision  holds 
that  parent  U.S.  banks  are  liable  for  payment  in  dollars 
of  local  currency  deposits  in  a  foreign  branch  which  has 
suspended  operations  and  is  subsequently  expropri¬ 
ated.  The  risk  of  liability  for  such  deposits  combined 
with  loss  of  the  offsetting  local  currency  assets  due  to 
expropriation  is  unacceptable  from  a  supervisory  stand¬ 
point  and  could  result  in  substantial  curtailment  of  the 
overseas  operations  of  U.S.  banks  to  the  detriment  of 
the  foreign  commerce  of  the  U.S. 

In  refusing  to  recognize  foreign  and  U.S.  law  govern¬ 
ing  overseas  branch  operations,  as  well  as  the  impos¬ 
sibility  of  performance  of  the  underlying  deposit  con¬ 
tract,  the  Court  has  drastically  altered  the  legal  and 
economic  framework  for  international  banking  opera¬ 
tions  of  U.S.  banks.  The  decision  is  erroneous  as  a 
matfer  of  law,  has  seriously  negative  policy  implications 
and  should  be  reversed  by  the  Supreme  Court. 


III.  First  National  Citibank  (“Citibank”)  v. 
Banco  Para  El  Comercio  Exterior  de 
Cuba  (“Bancec”) 

The  Second  Circuit’s  decision  here  also  significantly 
increases  the  risk  of  foreign  operations  of  U.S.  banks.  It 
does  so  by  holding  that  the  separate  and  distinct  juridi¬ 
cal  status  accorded  to  an  instrumentality  of  a  foreign 
government  by  that  government’s  laws  will  generally 
render  it  (and  the  government)  immune  from  coun¬ 
terclaims  based  on  expropriations  if  the  instrumentality 
was  not  involved  in  the  expropriation. 

We  are  in  agreement  with  the  Second  Circuit's  attempt 
to  distinguish  among  the  instrumentalities  of  a  foreign 
government  and  its  holding  that  they  are  not  necessarily 
alter  egos  of  the  government  for  all  purposes.  The  sepa¬ 
rate  status  of  a  government  instrumentality  is  important 
in  enabling  it  to  obtain  financing  from  national  banks. 
(See  12  USC  84  and  12  CFR  7.1330.)  However,  we 
believe  the  court  was  in  error  in  denying  a  right  of  offset 
in  this  action.  Regardless  of  the  legal  status  of  a  govern¬ 
ment  instrumentality  and  even  of  the  history  of  its  opera¬ 
tions,  it  can  occur,  (as  it  did  here)  that  the  instrumentality 
loses  its  separate  status,  as  a  practical  matter,  following 
a  revolution.  Where,  as  here,  it  is  apparent  that  an  instru¬ 
mentality  has  been  created  by  a  foreign  government, 
serves  a  sovereign  purpose  of  that  government,  is 
wholly  controlled  by  the  government  both  through 
ownership  and  management,  and  has  been  dissolved 
by  that  government  at  will,  the  instrumentality  clearly 
has  lost  its  separate  status.  The  Cuban  government 
here  dissolved  Bancec  shortly  after  the  commencement 
of  this  action  and  assigned  Bancec’s  assets,  including 
claims,  to  other  agencies  of  the  government  Thus,  the 
critical  factor  in  this  case  is  that  the  Cuban  government 
was  the  successor-in-interest  to  the  claim  of  Bancec 
against  Citibank  and  the  government  was  also  the  real 
party  in  interest  in  bringing  this  lawsuit. 

Not  only  in  the  case  of  expropriations,  but  also  in  the 
case  of  default  by  foreign  sovereign  governments,  is  it 
critical  that  the  courts  carefully  examine  the  asserted 
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independence  of  the  particular  government  instrumen¬ 
tality  bringing  suit  in  order  to  determine  whether  coun¬ 
terclaims  and  offsets  should  be  permitted.  The  deter¬ 
mining  factor  in  such  examination  should  not  be,  as  the 
court  found  here,  whether  the  instrumentality  which  is 
the  nominal  plaintiff  has  any  connection  to  the  cause  of 
action  which  is  the  subject  of  the  counterclaim.  (The 
Second  Circuit  held  that  because  Bancec  was  not  in 
volved  with  the  expropriation  of  Citibank’s  Cuban 
Branches,  Citibank’s  counterclaim  for  the  loss  of  those 
branches  could  not  appropriately  be  asserted  against 
Bancec.)  We  concur  with  Citibank’s  contention  that  this 
holding  invites  foreign  governments,  particularly  those 
formed  as  the  result  of  a  revolution,  thus  defeating  any 
legitimate  claims  for  losses  as  a  result  of  those  expropri¬ 
ations  asserted  against  the  government  through  other  of 
its  agencies. 

Although  instrumentalities  of  a  government  should  not 
in  all  circumstances  be  held  the  alter  ego  of  that  govern¬ 
ment  for  the  purposes  of  counterclaims  arising  out  of 
defaults  or  expropriations,  the  question  is  not,  as  the 
court  would  have  it,  whether  that  instrumentality  was 
directly  involved  in  the  default  or  the  expropriation. 
Rather,  the  appropriate  question  should  be  whether,  at 
the  time  of  the  suit,  the  nominal  plaintiff  instrumentality 
still  has  a  separate  existence,  both  as  a  legal  and  as  a 
practical  matter,  such  that  it  can  be  said  that  it  is  not 
only  the  nominal  plaintiff  but  also  the  real  party  in  inter¬ 
est  in  asserting  its  claim.  In  short,  we  believe  that  the 


Second  Circuit  erred  in  too  readily  accepting  the  juridi¬ 
cal  status  of  Bancec  as  the  plaintiff  in  this  case  to  the 
exclusion  of  the  practical  realities  concerning  its  exis¬ 
tence  and  operation. 

The  Supreme  Court's  earlier  decision  in  Republic  of 
China,  348  U.S.  356  (1955),  should  have  been  followed 
here.  There,  the  Court  held  that,  in  an  action  instituted  in 
a  U.S.  court  by  and  for  the  benefit  of  a  foreign  state,  the 
defendant  may  assert  a  valid  counterclaim  offsetting 
amounts  due  it  by  reason  of  other  actions  of  that  state 
The  offset  claim  theie — default  on  government  bonds — 
was  (as  in  this  case),  wholly  unrelated  to  the  commercial 
transaction  involved  in  the  original  claim — deposits  of  a 
government  railroad.  That  a  suit  is  brought  in  the  name 
of  a  government  instrumentality,  as  here,  rather  than  by 
the  state  itself,  as  in  China,  should  not  be  controlling. 
Rather,  where,  as  here,  it  is  established  that  the  govern¬ 
ment  is  the  successor  in  interest  to  the  claim  and  will  be 
the  direct  rather  than  nominal  or  indirect  beneficiary, 
counterclaims  arising  out  of  default  or  expropriations 
should  be  permitted.5 

Robert  Bench 
Deputy  Comptroller  for 

International  Banking 

This  result  is  consistent  with  the  Foreign  Sovereign  Immunities  Act, 
28  USC  1602-11  and  in  particular,  with  §1 607(c),  the  counterclaim 
section  As  the  Second  Circuit  itself  noted,  that  section  “was  intended 
simply  to  codify  the  rule  in  Republic  of  China  "  (App.  A,  p.  13). 
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Merger  Decisions — April  i  to  June  30, 1982 

I.  Mergers  consummated  involving  two  or  more  operating  banks 


Page 

March  8,  1982:* 

Citizens  National  Bank  in  Windber,  Windber,  Pa 
Bedford  County  Bank,  Alum  Bank  Pa 

Merger .  47 

March  30.  1982  * 

Southern  National  Bank  of  North  Carolina,  Lumberton,  N.C 
Forsyth  Bank  and  Trust  Company.  Winston-Salem,  N.C 

Merger .  48 

March  31.  1982:* 

First  National  Bank  of  Cicero.  Cicero.  Ill 
Cicero  State  Bank,  Cicero.  III. 

Merger .  49 

April  1,  1982 

Atlantic  National  Bank  of  Florida  Jacksonville,  Fla 
Bank  of  Brevard.  Rockledge.  Fla 

Merger .  50 

April  1,  1982 

Central  Valley  Bank,  Toppemsh,  Wash 

Central  Valley  Bank,  National  Association.  Toppenish,  Wash. 

Merger .  51 

April  1  1982 

Ellis  First  National  Bank  of  Bradenton,  Bradenton,  Fla 
Ellis  First  Security  Bank,  Bradenton.  Fla 

Merger  51 

April  1.  1982 

The  First  National  Bank  of  Columbus,  Columbus.  Ga 
Fort  Benning  National  Bank,  Fort  Benning,  Ga 

Merger .  52 

April  1,  1982 

Western  Community  Bank  Fircrest,  Wash 

Western  Community  Bank,  National  Association,  Fircrest. 

Wash 

Merger .  53 

April  16,  1982 

The  Bank  of  El  Paso.  National  Association  El  Paso.  Tex 
First  International  Bank  in  El  Paso,  National  Association,  El 
Paso,  Tex 

Merger .  54 

April  16,  1982: 

National  Security  Bank,  Tyler,  Tex 

Bank  of  Tyler,  National  Association,  Tyler,  Tex 

Purchase  ........  54 

April  16,  1982. 

Pan  American  Bank,  National  Association,  Miami,  Fla 
Pan  American  Bank  of  Broward,  Lauderhill,  Fla 
Merger  55 

April  22,  1982 

The  First  National  Exchange  Bank  of  Virginia,  Roanoke,  Va 
The  First  National  Bank  of  Galax,  Galax,  Va 

Merger  .  56 

April  24.  1982 

National  City  Bank,  Cleveland,  Ohio 

National  City  Bank  of  Lake  County,  Mentor.  Ohio 

Merger  .......  57 

May  1,  1982 

Bank  One  of  Columbus,  N  A  ,  Columbus,  Ohio 

Bank  One  of  Mount  Sterling,  Mount  Sterling,  Ohio 

Bank  One  of  Central  Ohio,  National  Association,  Columbus. 

Ohio 

Merger .  57 

May  1,  1982 

One  Branch  of  Roswell  Bank,  Roswell,  Ga 
The  National  Bank  of  Georgia,  Atlanta,  Ga 
Purchase .  58 


*  Notices  of  these  mergers  were  received  after  the  deadline  for  Volume 
1 ,  Number  2  of  the  Quarterly  Journal. 


Page 

May  1,  1982. 

Bank  One  of  Milford,  Milford,  Ohio 

The  First  National  Bank  of  Sardinia,  Sardinia,  Ohio 

Merger .  59 

May  1,  1982: 

Atlantic  National  Bank  of  Florida,  Jacksonville.  Fla 
Imperial  Bank  of  Lakeland,  Lakeland,  Fla 

Merger .  60 

May  1,  1982: 

The  Third  National  Bank  and  Trust  Company,  Dayton,  Ohio 
The  New  Lebanon  Bank,  New  Lebanon,  Ohio 

Merger .  61 

May  3,  1982: 

Three  Branches  of  The  Bank  of  New  York,  New  York,  N  Y 
Highland  National  Bank  of  Newburgh,  Newburgh,  N  Y 

Purchase .  62 

May  15,  1982: 

First  National  Bank  of  Baldwin  County,  Fairhope,  Ala 
Central  Bank  of  Mobile,  National  Association,  Mobile,  Ala 

Consolidation .  63 

May  15,  1982: 

Michigan  National  Bank— Ann  Arbor,  Ann  Arbor,  Mich. 

Community  Bank  of  Washtenaw,  Ypsilanti,  Mich 

Purchase .  64 

May  18,  1982 

Peoples  National  Bank  of  North  Jersey.  Denville,  N  J 
Roxbury  State  Bank,  Roxbury,  N  J 

Merger .  65 

May  22,  1982: 

First  National  State  Bank  of  South  Jersey,  Moorestown,  N  J 
Two  Branches  of  The  Bank  of  New  Jersey,  Camden,  N.J 
Purchase .  66 

May  31,  1982 

The  Citizens  and  Southern  National  Bank,  Savannah,  Ga 
The  Citizens  and  Southern  Bank  of  Houston  County,  Warner 


Robins,  Ga 

Merger .  67 

June  1 ,  1982 

Heritage  Bank  National  Association,  Cherry  Hill,  N  J 

Heritage  Bank-North,  Monroe  Township,  N  J 

Merger .  67 

June  1 ,  1982. 

The  South  Carolina  National  Bank,  Charleston,  S  C 
First  Carolina  Bank.  Yemassee,  S  C 

Merger .  68 

June  11,  1982 

South  Boston  Bank  &  Trust  Company,  South  Boston.  Va 
Virginia  National  Bank/South  Boston,  South  Boston,  Va 
Consolidation .  69 

June  11,  1982 

The  Broad  Street  National  Bank  of  Trenton,  Trenton,  N  J 
West  Windsor  State  Bank,  Princeton  Junction,  N  J. 

Purchase .  -69 

June  12,  1982 

Citibank,  National  Association.  New  York,  N  Y 
Banco  Regional,  Bayamon,  Puerto  Rico 

Purchase .  70 

June  14,  1982 

Virginia  National  Bank,  Norfolk,  Va 

First  National  Bank  of  South  Boston,  South  Boston.  Va 

Merger 

June  17,  1982 

The  First  National  Exchange  Bank  of  Virginia  Roanoke  Va 

Southwest  Virginia  National  Bank,  Bluefield  Va 

Merger  72 


43 


June  21  1982 

Merchants  National  Bank,  Vicksburg,  Mississippi,  Vicksburg, 

Miss 

One  Branch  of  Great  Southern  National  Bank,  Jackson,  Miss 

Purchase  .  73 

June  24,  1982 

Peoples  National  Bank  of  Washington,  Seattle,  Wash 
Jefferson  National  Bank,  Port  Townsend,  Wash 

Purchase .  74 

June  28,  1982 

United  Jersey  Bank; Cumberland  National,  Bridgeton,  N  J 
One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N  J 
Purchase .  75 


June  29,  1982 

Shelard  National  Bank,  St,  Louis  Park,  Minn 

First  National  Bank  of  Minnetonka,  Minnetonka,  Minn. 

Merger .  76 

June  30,  1982 

First  National  Bank  of  Jefferson  Parish,  Gretna,  La, 

Continental  Bank,  Ffarvey,  La 

New  First  National  Bank  of  Jefferson  Parish,  Gretna,  La 

Merger .  77 

June  30,  1982 

Flagship  Bank  of  West  Palm  Beach,  West  Palm  Beach,  Fla. 
Flagship  First  National  Bank  of  Boynton  Beach,  Boynton 
Beach,  Fla 

Flagship  National  Bank  of  Palm  Beach  County,  Delray  Beach, 

Fla. 

Merger  .  78 


II.  Mergers  consummated  Involving  a  single  operating  bank 


Page 

March  1 ,  1982:* 

First  Granite  City  National  Bank,  Granite  City,  III. 

Edison  Avenue  National  Bank,  Granite  City,  III 

Merger .  79 

March  1,  1982  * 

Granite  State  National  Bank,  Somersworth,  N.H 

Granite  State  Bank,  National  Association,  Somersworth,  N  H 

Merger .  79 

March  31,  1982:* 

The  Broadway  National  Bank  of  Bayonne,  Bayonne,  N  J 
First  National  State  Bank — Hudson,  Bayonne,  N  J 

Merger  .  80 

April  1,  1982: 

First  Interstate  Bank  of  Englewood,  National  Association, 
Englewood,  Colo 

New  First  Interstate  Bank  of  Englewood,  National  Association, 


Englewood,  Colo. 

Consolidation .  80 

April  1,  1982: 

The  First  National  Bank  of  Angleton,  Angleton,  Tex 
Allied  First  National  Bank,  Angleton,  Tex. 

Merger .  80 

April  1,  1982 

First  National  Bank  of  Socorro,  Socorro,  N.M 
New  National  Bank  of  Socorro,  Socorro,  N  M 

Merger .  81 

April  1,  1982: 

The  First  National  Bank  of  Giddings,  Giddings,  Tex 
Allied  First  National  Bank,  Giddings,  Tex. 

Merger .  81 

April  1,  1982 

The  Second  National  Bank  of  Richmond,  Richmond,  Ind 
The  Wayne  County  National  Bank,  Richmond,  Ind 

Merger .  81 

April  1,  1982: 

The  Women's  National  Bank,  Washington,  D  C 
WNB  National  Bank,  Washington,  D  C. 

Merger .  82 

April  2,  1982: 

The  First  National  Bank  of  Bonham,  Bonham,  Tex 
New  First  National  Bank  of  Bonham,  Bonham,  Tex. 

Consolidation .  82 

April  2,  1982 

The  First  National  Bank  of  Claude,  Claude,  Tex 

New  First  National  Bank  of  Claude.  Claude,  Tex 

Merger  ......  82 

April  2,  1982 

The  First  National  Bank  of  Itasca,  Itasca,  Tex 
New  First  National  Bank,  Itasca,  Tex 

Consolidation  82 


*  Notices  of  these  mergers  were  received  after  the  deadline  for  Volume 
1 ,  Number  2  of  the  Quarterly  Journal 


Page 

April  3,  1982: 

First  National  Bank  Northwest  Ohio,  Bryan,  Ohio 
Second  National  Bank  Northwest  Ohio,  Bryan,  Ohio 

Merger .  83 

April  13,  1982. 

The  Mercantile  National  Bank  of  Corpus  Christi,  Corpus 


Christi ,  Tex. 

Mercantile  Bank,  National  Association,  Corpus  Christi,  Tex. 

Merger .  83 

April  16,  1982: 

First  National  Bank  of  Wheeling,  Wheeling,  III. 

FNW  National  Bank,  Wheeling,  III. 

Merger .  83 

April  16,  1982: 

Madison  National  Bank  of  Niles,  Niles,  III 
MNN  National  Bank,  Niles,  III. 

Merger .  83 

April  19,  1982 

The  Groos  National  Bank  of  San  Antonio,  San  Antonio,  Tex. 

Groos  Bank,  National  Association,  San  Antonio,  Tex 

Merger .  84 


May  1,  1982. 

First  National  Bank  in  Breckenridge.  Breckenridge,  Tex. 

First  Bank  in  Breckenridge,  National  Association, 


Breckenridge,  Tex. 

Merger .  84 

May  1,  1982: 

Huron  Valley  National  Bank,  Ann  Arbor,  Mich 
DBT  National  Bank,  Ann  Arbor,  Mich 

Merger .  84 

May  3,  1982. 

City  National  Bank  of  Kankakee,  Kankakee,  III 
Third  National  Bank  of  Kankakee,  Kankakee,  III 

Merger .  84 

May  3,  1982 

Lake  Shore  National  Bank,  Chicago,  III. 

Lake  Shore  Interim  Bank,  National  Association,  Chicago,  III 

Merger .  85 

May  3,  1982: 

The  Merchants  National  Bank  of  Aurora,  Aurora,  III 
Meora  National  Bank,  Aurora,  III 

Merger .  85 

May  7,  1982: 

Jackson  National  Bank,  Jackson,  Tenn. 

Interim  National  Bank  of  Jackson,  Jackson,  Tenn 

Merger .  85 

May  10,  1982: 

Union  National  Bank  of  Fayetteville,  Fayetteville,  Tenn. 

UNB  Interim  Bank,  N  A  ,  Fayetteville,  Tenn. 

Merger .  85 

May  13,  1982: 

National  Bank  of  Long  Beach,  Long  Beach,  Calif 
New  Bank,  National  Association,  Long  Beach,  Calif. 

Merger .  86 
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May  15,  1982: 

The  National  Bank  of  Canton,  Canton,  III 

The  Second  National  Bank  of  Canton,  Canton,  III 

Merger . 

May  17,  1982: 

District  of  Columbia  National  Bank,  Washington,  D  C 
D  C,  Bank,  National  Association,  Washington,  D  C 

Merger . 

May  18,  1982: 

The  Peoples  National  Bank  of  Tyler,  Tyler,  Tex 
College  Avenue  National  Bank,  Tyler,  Tex 

Merger  . 

May  20,  1982: 

The  Charleston  National  Bank,  Charleston,  W  Va 

The  Charleston  Bank,  National  Association,  Charleston,  W  Va 

Merger . 

May  21,  1982: 

The  National  Bank  of  Georgia,  Atlanta,  Ga, 

NBG  Interim  National  Bank,  Atlanta,  Ga 

Merger . 

May  27,  1982: 

Merchants  National  Bank.  Vicksburg,  Miss. 

MNB  National  Bank  of  Vicksburg,  Vicksburg,  Miss 

Merger . 

May  31,  1982: 

Broadway  National  Bank,  San  Antonio,  Tex 
New  Broadway  National  Bank,  San  Antonio,  Tex. 

Merger  . 

May  31,  1982: 

First  National  Bank,  Fairfield,  Tex 
New  First  National  Bank,  Fairfield.  Tex 

Merger . 

June  1 ,  1982 

The  Farmers  National  Bank  of  Geneseo,  Geneseo,  III 

Farmers  Interim  National  Bank,  Geneseo,  III 

Merger . 

June  1,  1982 

First  National  Bank,  Mattoon,  Illinois,  Mattoon,  III 
Republic  National  Bank  of  Mattoon,  Mattoon,  III. 

Merger  . 

June  1 ,  1982. 

The  First  National  Bank  of  Athens,  Athens,  Ga 

First  National  Interim  Bank,  Athens,  Ga 

Merger . 

June  1 ,  1982 

The  Granville  National  Bank,  Granville,  III 

The  Second  Granville  National  Bank,  Granville,  III. 

Merger . 

June  1 ,  1982 

The  Merchants  National  Bank  of  Allentown,  Allentown,  Pa 
Mertru  National  Bank,  Allentown,  Pa 

Merger . 


June  1 ,  1982 

The  Old  Second  National  Bank  of  Aurora,  Aurora  III 
The  Second  National  Bank,  Aurora,  III. 

Merger  . 

June  1 ,  1982 

Security  National  Bank,  Washington,  D  C 

Security  Bank,  National  Association,  Washington,  D  C 

Merger . 

June  2,  1982 

Chase  National  Bank,  Austin,  Tex 
New  Chase  National  Bank,  Austin,  Tex 

Merger . 

June  8,  1982: 

First  City  National  Bank,  Carlsbad,  N  M 
New  First  City  National  Bank,  Carlsbad,  N  M 

Merger . 

June  8,  1982: 

First  National  Bank  of  Lea  County,  Hobbs,  N  M 
New  First  National  Bank  of  Lea  County,  Hobbs,  N  M 

Merger . 

June  21,  1982 

The  First  National  Bank  in  Wabash,  Wabash,  Ind 
First  Bank  in  Wabash,  National  Association,  Wabash,  Ind 

Merger  . 

June  28,1982: 

Southwest  National  Bank  of  Pennsylvania,  Greensburg,  Pa 
Interim  Southwest  National  Bank  of  Pennsylvania,  Greensburg, 
Pa. 

Merger . 

June  29,  1982 

Commonwealth  National  Bank  of  Dallas,  Dallas,  Tex 
New  Commonwealth  National  Bank  of  Dallas,  Dallas,  Tex 

Consolidation . 

June  30,  1982 

First  National  Bank  of  Englewood,  Englewood,  Fla 
Exchange  Bank  of  Charlotte  County,  National  Association, 
Englewood,  Fla. 

Merger . 

June  30,  1982 

First  National  Bank  of  the  Quad  Cities,  Rock  Island,  III 
Quad  Cities  Interim  National  Bank,  Rock  Island,  III. 

Merger . 

June  30,  1982 

First  National  Bank  of  Selmer,  Selmer,  Tenn 
Selmer  National  Interim  Bank,  Selmer,  Tenn 

Merger . 

June  30,  1982 

United  National  Bank,  Washington,  D  C 
UNB  National  Bank,  Washington,  D  C 

Merger . 

June  30,  1982: 

Valley  National  Bank,  Salinas,  Calif. 

Valley  Interim  National  Bank,  Salinas,  Calif 

Merger  . 


86 

86 

86 

87 

87 

87 

87 

88 

88 

88 

88 

89 
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I.  Mergers  consummated  involving  two  or  more  operating  banks. 


CITIZENS  NATIONAL  BANK  IN  WINDBER, 

Windber,  Pa.,  and  Bedford  County  Bank,  Alum  Bank,  Pa. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Bedford  County  Bank,  Alum  Bank,  Pa.,  with . 

and  Citizens  National  Bank  in  Windber,  Windber,  Pa.  (14082),  which  had . 

merged  March  8.  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

$  9,864,728 
60,548,000 
70,412,728 

2  - 

5  - 

7 

COMPTROLLER'S  DECISION 

On  September  30,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Bedford  County 
Bank,  Alum  Bank,  Pa.  (BCB),  into  Citizens  National  Bank 
in  Windber,  Windber,  Pa.  (Citizens).  The  application  is 
based  on  an  agreement  finalized  between  Citizens  and 
BCB  on  August  27,  1981, 

As  of  June  30,  1981,  Citizens,  an  independent  bank, 
held  total  deposits  of  approximately  $54.4  million  in  five 
offices,  two  located  in  Windber,  one  in  Central  City,  and 
two  in  Johnstown.  As  of  the  same  date,  BCB,  also  an 
independent  bank,  held  total  deposits  of  nearly  $8.8 
million  in  its  two  offices,  one  in  Alum  Bank  and  the 
other  in  Osterburg,  approximately  5  miles  distant. 

Citizens  and  BCB  compete  only  nominally  with  one 
another,  since  they  serve  separate,  but  nearly  adjacent 
markets.  The  relevant  geographic  market  for  this  pro¬ 
posal  is  the  area  of  the  northwestern  guadrant  of  Bed¬ 
ford  County  surrounding  the  two  offices  of  BCB,  the  area 
from  which  BCB  derives  the  bulk  of  its  deposits.  BCB  is 
the  smallest  of  the  four  commercial  banks  operating  the 
nine  banking  offices  in  that  market,  controlling  only  9.7 
percent  of  market  commercial  bank  deposits.  That  area 
is  dominated  (43  percent  market  share)  by  the  four 
offices  of  another  bank  which  is  not  headquartered  in 
the  relevant  market  area.  Citizens  derives  slightly  less 
than  1  percent  of  its  deposits  from  the  area;  the  closest 
office  of  Citizens  to  an  office  of  BCB  is  approximately  13 
miles  distant.  The  resulting  bank  will  be  the  ninth  largest 
of  the  15  commercial  banks  operating  in  the  combined 
markets  currently  served  by  Citizens  and  BCB  sepa¬ 
rately.  In  addition  to  the  commercial  banks  located  in 
the  area,  several  thrift  institutions  also  operate  there 
and,  because  the  balance  sheet  structure  ot  both  Cit¬ 
izens  and  BCB  is,  in  many  ways,  similar  to  that  of  the 
thrifts,  additional  competitive  alternatives  aside  from 
commercial  banks  are  also  a  definite  market  factor. 
Consequently,  consummation  of  this  proposed  merger 
will  merely  replace  one  competitor  in  the  relevant  market 
with  another,  financially  stronger  competitor  while,  at  the 


same  time,  allowing  Citizens  to  expand  its  activities  into 
an  area  in  which  it  is  not  now  directly  operating.  As 
such,  the  proposed  merger  is  expected  to  have  a  posi¬ 
tive  competitive  effect. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  (12  USC  1828(c)(5)). The  financial  and  mana¬ 
gerial  resources  of  Citizens  are  satisfactory  and  its  fu¬ 
ture  prospects  are  favorable.  However,  because  of  finan¬ 
cial  and  managerial  difficulties  which  it  has  experi¬ 
enced,  BCB's  present  condition  is  less  than  satisfactory 
and  its  future  prospects  as  an  independent  institution 
are  not  favorable.  However,  because  of  the  present  con¬ 
dition  of  Citizens,  the  resulting  bank  is  expected  to  be 
better  able  to  serve  the  convenience  and  needs  of  the 
public  in  BCB's  market,  further  enhancing  competition 
there.  As  such,  the  future  prospects  of  the  resulting 
bank  are  favorable. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
Citizens’  record  of  helping  to  meet  the  credit  needs  of  its 
community,  including  low  and  moderate  income  neigh¬ 
borhoods,  is  less  than  satisfactory.  Consummation  of 
the  proposal  is  expected  to  have  a  positive  effect  on 
efforts  to  help  meet  the  credit  needs  in  BCB's  commu¬ 
nity,  as  BCB’s  record  on  such  matters  is  only  marginally 
acceptable. 

We  have  considered  the  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1828(c))  and  find  that  it  does 
not  lessen  competition.  Therefore,  the  application  is  ap¬ 
proved. 

February  5,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 
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SOUTHERN  NATIONAL  BANK  OF  NORTH  CAROLINA, 

Lumberton,  N.C.,  and  Forsyth  Bank  and  Trust  Company,  Winston-Salem,  N.C. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Forsyth  Bank  and  Trust  Company,  Winston-Salem,  N.C..  with . 

and  Southern  National  Bank  of  North  Carolina,  Lumberton,  N.C.  (10610),  which  had . 

merged  March  30,  1982,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 

$105,525,664 

625,357,027 

730,882,691 

5  - 

72  - 

77 

COMPTROLLER’S  DECISION 

On  November  24,  1981,  application  was  made  to  the 
OCC  for  prior  authorization,  pursuant  to  the  Bank  Mer¬ 
ger  Act  (12  USC  1828(c)),  to  merge  Forsyth  Bank  and 
Trust  Company,  Winston-Salem,  N.C.  (FBTC),  into 
Southern  National  Bank  of  North  Carolina,  Lumberton, 
N.C.  (Southern).  The  application  is  based  on  an  agree¬ 
ment  finalized  between  Southern  and  FBTC  on  July  16, 
1981. 

As  of  June  30,  1981,  Southern,  the  principal  subsidi¬ 
ary  of  Southern  National  Corporation,  Lumberton,  N.C., 
a  bank  holding  company,  was  the  eighth  largest  bank¬ 
ing  organization  in  North  Carolina,  holding  total  depos¬ 
its  of  approximately  $505  million  in  72  offices  located  in 
19  counties,  primarily  in  the  central  and  southern  sec¬ 
tions  of  the  state.  As  of  the  same  date,  FBTC,  an  inde¬ 
pendent  bank,  held  total  deposits  of  $83.5  million  in  five 
offices,  all  located  within  Winston-Salem  in  Forsyth 
County  in  the  northwestern  section  of  central  North  Car¬ 
olina. 

Southern  and  FBTC  compete  in  separate,  distinct, 
and  non-contiguous  banking  markets;  as  such,  existing 
direct  competition  between  them  is  virtually  non-exis¬ 
tent.  Consequently,  consummation  of  this  proposal 
would  not  eliminate  significant  existing  competition  in 
the  relevant  geographic  market.  The  relevant  geo¬ 
graphic  market  for  this  proposal  is  those  areas  of  For¬ 
syth  County  from  which  FBTC  derives  the  bulk  of  its 
deposits  and  is  directly  represented,  particularly  the 
areas  in  and  around  Winston-Salem  in  the  central  sec¬ 
tion  of  the  county;  FBTC  has  no  significant  business 
outside  the  county.  FBTC  is  the  fifth  largest  of  the  10 
commercial  banks,  including  seven  of  the  10  largest 
commercial  banks  in  the  state,  which  operate  77  bank¬ 
ing  offices  in  Forsyth  County,  controlling  only  5.7  per¬ 
cent  of  the  commercial  bank  deposits  in  that  market;  the 
market  is  dominated  by  offices  of  the  second  largest 
bank  in  the  state  which  controls  almost  65.5  percent  of 
market  commercial  bank  deposits.  The  market  is  also 
served  by  numerous  offices  of  savings  and  loan  asso¬ 
ciations  and  credit  unions  which  provide  varying  de¬ 
grees  of  additional  competition.  Southern  has  no  offices 


in  Forsyth  County  nor  does  a  measurable  volume  of  its 
business  originate  there;  the  closest  office  of  Southern 
to  offices  of  FBTC  is  33  miles  distant  in  Rockingham 
County  to  the  northeast.  Southern  could  enter  Forsyth 
County  with  de  novo  offices  but  finds  that  that  alterna¬ 
tive  is  not  economically  practical.  Consummation  of  this 
proposal  would  merely  replace  one  competitor  in  the 
relevant  market  with  another,  financially  stronger  institu¬ 
tion  while,  at  the  same  time,  allowing  Southern  to  com¬ 
pete  directly  in  a  market  in  which  it  does  not  currently 
operate.  As  such,  the  proposal  can  be  expected  to  have 
a  positive  effect  on  competition  among  financial  institu¬ 
tions  in  Forsyth  County. 

The  Bank  Merger  Act  (12  USC  1828(c)(5))  requires 
this  Office  to  consider  .  .  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and  pro¬ 
posed  institutions  and  the  convenience  and  needs  of 
the  community  to  be  served.”  The  financial  and  mana¬ 
gerial  resources  and  future  prospects  of  both  banks  are 
considered  satisfactory.  After  the  consummation  of  the 
proposed  merger,  the  resulting  bank  will  be  able  to  draw 
on  the  financial  and  managerial  resources  of  its  parent, 
Southern  National  Corporation.  Consequently,  the  future 
prospects  of  the  resulting  bank  appear  favorable,  as 
does  its  ability  to  effectively  further  enhance  com¬ 
petitiveness  within  the  market. 

A  review  of  the  record  of  this  application  and  other  in¬ 
formation  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  Accordingly, 
the  application  is  approved. 

February  25,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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FIRST  NATIONAL  BANK  OF  CICERO, 
Cicero,  III.,  and  Cicero  State  Bank,  Cicero,  III. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


Cicero  State  Bank,  Cicero,  III.,  with .  $  51,058,000  1 

and  First  National  Bank  of  Cicero,  Cicero,  III.  (11662),  which  had .  165,683,000  1 

merged  March  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  209,130,000  -  2 


COMPTROLLER'S  DECISION 

On  November  6,  1981,  application  was  made  to  the 
OCC  for  prior  authorization,  pursuant  to  the  Bank  Mer¬ 
ger  Act  (12  USC  1828(c)),  to  merge  Cicero  State  Bank, 
Cicero,  III.  (Cicero  State),  into  First  National  Bank  of 
Cicero,  Cicero,  III.  (First).  The  application  is  based  on  an 
agreement  finalized  between  First  and  Cicero  State  on 
April  10,  1981. 

As  of  June  30,  1981 ,  First,  the  principal  subsidiary  of 
First  Cicero  Banc  Corporation,  Cicero,  III.,  a  bank  hold¬ 
ing  company,  held  total  deposits  of  $149.6  million  in  its 
single  office  in  the  western  section  of  Cicero,  a  commu¬ 
nity  directly  west  of  and  adjacent  to  Chicago  and  sur¬ 
rounded  by  numerous  other  similar  suburban  commu¬ 
nities  directly  related  to  the  diversified  Chicago 
commercial/industrial  market  complex.  As  of  the  same 
date,  Cicero  State,  an  independent  bank,  held  total 
deposits  of  $42.6  million  in  its  single  office,  also  in 
Cicero,  almost  2  miles  east  of  First. 

Ordinarily,  the  proposed  merger  of  two  of  three  banks 
in  a  single  community  might  initially  be  viewed  as  hav¬ 
ing  some  negative  competitive  results.  Measured  in  tra¬ 
ditional  terms,  the  relevant  geographic  market  for  this 
proposal  would  be  the  City  of  Cicero,  III.,  the  area  from 
which  Cicero  State,  as  expected,  derives  the  majority 
(55  percent)  of  its  deposits,  is  directly  represented 
through  its  only  office,  and,  it  would  seem,  competes 
directly.  However,  the  specific  circumstances  of  this  pro¬ 
posal,  related  to  actual  market  conditions  and  actual 
competitors,  as  well  as  the  operating  philosophies  of 
the  two  proponents,  make  traditional  market  delineation 
methods  less  than  satisfactory.  Cicero  State  is  the 
smallest  of  the  three  commercial  banks  with  offices  in 
Cicero,  controlling  only  17  percent  of  commercial  bank 
deposits  held  in  banking  offices  located  there;  First 
controls  42  percent  of  such  commercial  bank  deposits. 
Cicero,  as  a  whole,  is  a  thriving  industrial  center,  with  a 
stable,  mature  population,  but  with  little  propsect  for 
further  sizable  commercial  or  residential  growth.  Cicero 
State,  however,  operates  in  a  section  of  that  community 
which  is  deteriorating,  due  in  part  to  altered  traffic  pat¬ 
terns,  changes  in  local  industry,  and  other  factors  exter¬ 
nal  to  its  operations.  Consequently,  Cicero  State  has 
taken  a  non-aggressive  competitive  stance  and,  as  a 
result,  really  serves  locally  only  as  a  depository  facility 
for  residents  and  some  businesses  remaining  near  its 
office;  there  is  relatively  no  loan  demand  in  evidence 
there.  But,  because  of  those  changing  industrial,  com¬ 
mercial  and  residential  patterns,  a  sizable  portion  of  its 
deposits  (almost  25  percent)  are  scattered  throughout 
neighboring  communities,  including  portions  of  Chi¬ 


cago  itself;  this  deposit  business  dispersal  is  similar  in 
pattern,  if  not  in  real  volume  and  area,  to  that  of  First. 
Similar  wide  dispersal  patterns  for  Cicero  State’s  re¬ 
maining  limited  lending  activity  are  also  evident.  As 
such,  while  it  is  not  reasonable  to  automatically  include 
totally  the  activities  of  all  commercial  banks  and/or  non¬ 
bank  depository  institutions  in  that  larger  area  in  the 
market  delineation,  it  is  evident  that  the  competitive 
influences  there  do  substantially  impact  Cicero  State’s 
business  and,  consequently,  some  consideration  of 
those  institutions  is  necessary.  That  wider  area  contains 
29  commercial  banks  and  33  savings  and  loan  associa¬ 
tions.  Considering  only  the  commercial  banks  in  that 
wider  area,  the  resulting  bank  will  control  only  about  9.9 
percent  of  commercial  bank  deposits;  only  3.3  percent 
if  savings  and  loan  associations  are  included.  As  such, 
consummation  of  this  proposal,  taken  in  this  specific 
context,  while  eliminating  one  competitive  alternative  in 
the  local  Cicero  community,  will  not  significantly  affect 
the  competitive  environment  for  financial  services  in  the 
broader  market  in  which  both  proponents  also  do  a 
substantial  part  of  their  business;  that  broader  market 
also  provides  alternative  sources  of  banking  services  to 
the  banking  public  in  Cicero. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  (12  USC  1828(c)(5)).  The  financial  and  mana¬ 
gerial  resources  of  First  are  considered  satisfactory  and 
its  future  prospects  are  favorable.  The  financial  and 
managerial  resources  of  Cicero  State  are  also  reported 
to  be  satisfactory  but,  because  of  its  current  competitive 
position  and  operating  philosophies,  its  future  pros¬ 
pects  appear  limited.  It  is  expected  that  consummation 
of  this  proposal  will  afford  Cicero  State's  customers  with 
more  diversified  banking  services  and,  consequently, 
the  resulting  bank  should  be  better  able  to  provide  for 
the  convenience  and  needs  of  the  banking  public  as  a 
whole.  As  such,  competition  for  financial  services  in  the 
market  should  be  further  enhanced. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  carefully  analyzed  this  application  pursuant 
to  the  Bank  Merger  Act  (12  USC  1828(c))  and  find  that 
consummation  of  the  proposal  will  not  have  an  adverse 
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effect  on  competition  Accordingly,  the  application  is 
approved 

February  1 1 ,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 

*  * 

ATLANTIC  NATIONAL  BANK  OF  FLORIDA, 
Jacksonville,  Fla.,  and  Bank  of  Brevard,  Rockledge,  Fla. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Bank  of  Brevard,  Rockledge,  Fla.,  with . 

and  Atlantic  National  Bank  of  Florida,  Jacksonville,  Fla.  (6888),  which  had . 

merged  April  1,  1S82,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. . 

$  70,369,000 

2,282,677,000 
2,341,866,000 

7  - 

69  - 

76 

COMPTROLLER'S  DECISION 

On  December  8,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Bank  of  Brevard, 
Rockledge,  Fla.  (BoB),  into  Atlantic  National  Bank  of 
Florida,  Jacksonville,  Fla.  (Atlantic).  The  application  is 
based  on  an  agreement  between  Atlantic  and  BoB  on 
October  23,  1981 . 

As  of  September  30,  1981 ,  Atlantic,  the  principal  sub¬ 
sidiary  of  Atlantic  Bancorporation,  Jacksonville,  Fla.,  the 
seventh  largest  bank  holding  company  in  Florida,  held 
total  deposits  of  nearly  $1 .6  billion  in  its  77  offices  in  13 
counties  throughout  the  northeastern,  central  and 
southeastern  sections  of  the  state.  As  of  the  same  date, 
BoB,  an  independent  bank  operating  exclusively  in  Bre¬ 
vard  County  in  east  central  Florida,  held  total  deposits 
of  $55.3  million  in  its  seven  offices,  scattered  throughout 
the  length  of  the  county. 

The  proponents  do  not  currently  compete  directly 
and,  as  such,  consummation  of  this  proposal  will  have 
no  significant  effect  on  existing  competition  in  the  rele¬ 
vant  market.  The  relevant  geographic  market  for  this 
proposal  is  Brevard  County,  Fla.,  the  area  in  which  BoB 
operates  its  offices,  derives  the  bulk  of  its  deposits,  and, 
as  such,  competes  directly.  BoB  is  the  sixth  largest  of  1 6 
commercial  banks  operating  the  63  banking  offices  in 
the  market  and  controls  only  7  percent  of  market  com¬ 
mercial  bank  deposits.  The  market  is  currently  domi¬ 
nated  by  offices  of  large,  statewide  bank  holding  com¬ 
pany  affiliates.  The  market  is  also  served  by  numerous 
offices  of  nonbank  depository  financial  institutions.  At¬ 
lantic  derives  only  a  nominal  volume  of  its  business  from 
BoB’s  market;  the  nearest  offices  to  any  offices  of  BoB 
are  more  than  30  miles  apart.  As  such,  consummation  of 
this  proposal  will  merely  replace  one  competitor  in  the 
market  with  another,  significantly  stronger  institution, 


while  allowing  Atlantic  to  enter  a  market  where  it  cur¬ 
rently  does  not  directly  compete.  Consequently,  the 
consummation  is  expected  to  have  a  positive  effect  on 
the  already  keen  competition  in  the  Brevard  County 
market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory  and  their  future  pros¬ 
pects  appear  favorable.  After  consummation  of  the  pro¬ 
posed  merger,  the  resulting  bank  will  be  able  to  draw  on 
the  financial  and  managerial  resources  of  its  parent, 
Atlantic  Bancorporation.  Consequently,  the  future  pros¬ 
pects  of  the  resulting  bank  appear  favorable,  as  does  its 
ability  to  effectively  further  enhance  competitiveness 
within  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
February  19,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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CENTRAL  VALLEY  BANK, 

Toppenish,  Wash.,  and  Central  Valley  Bank,  National  Association,  Toppenish,  Wash. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Central  Valley  Bank,  Toppenish,  Wash.,  with . 

and  Central  Valley  Bank,  National  Association,  Toppenish,  Wash.  (17257),  which  had . 

merged  April  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. . 

$21,040,000 

240,000 

21,280,000 

3  - 

0  - 

-  3 

COMPTROLLER'S  DECISION 

Central  Valley  Bank,  National  Association,  is  being  or¬ 
ganized  by  Washington  Independent  Bancshares,  Inc., 
Tacoma,  Wash.,  a  bank  holding  company.  The  merger 
of  Central  Valley  Bank  into  Central  Valley  Bank,  National 
Association,  is  a  part  of  a  process  whereby  Washington 
Independent  Bancshares,  Inc.,  will  acquire  100  percent 
(less  directors'  qualifying  shares)  of  Central  Valley  Bank. 
The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with  an 
existing  commercial  bank.  As  such,  it  presents  no  com¬ 
petitive  issues  under  the  Bank  Merger  Act,  12  USC 
1828(c). 

The  financial  and  managerial  resources  of  both  pro¬ 
ponents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent.  This  will  permit  it 
to  more  effectively  serve  the  convenience  and  needs  of 
its  community. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicant’s  record  of  helping  to  meet  the  credit  needs  of 
the  entire  community,  including  low  and  moderate  in¬ 
come  neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

January  28,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Central  Valley  Bank  would  become  a  subsidiary  of 
Washington  Independent  Bancshares,  Inc.,  a  bank 
holding  company.  The  instant  transaction  would  merely 
combine  an  existing  bank  with  a  non-operating  institu¬ 
tion;  as  such,  and  without  regard  to  the  acquisition  of 
the  surviving  bank  by  Independent  Bancshares  Inc.,  it 
would  have  no  effect  on  competition. 


*  *  * 


ELLIS  FIRST  NATIONAL  BANK  OF  BRADENTON, 

Bradenton,  Fla.,  and  Ellis  First  Security  Bank,  Bradenton,  Fla. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In 

operation 

To  be 
operated 

Ellis  First  Security  Bank,  Bradenton,  Fla.,  with . 

and  Ellis  First  National  Bank  of  Bradenton,  Bradenton,  Fla.  (10245),  which  had . 

merged  April  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had.  . 

$  22,140,073 
164,771,533 
186,911.606 

1 

3 

A 

COMPTROLLER'S  DECISION 

Ellis  First  National  Bank  of  Bradenton  and  Ellis  First 
Security  Bank  are  majority-owned  and  controlled  by 
Ellis  Banking  Corporation,  Bradenton,  Fla.,  a  registered 
bank  holding  company.  This  proposed  merger  is  a  cor¬ 
porate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants'  records  of  helping  to  meet  the  credit  needs 


of  their  entire  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  proposed  merger. 

January  22,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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THE  FIRST  NATIONAL  BANK  OF  COLUMBUS, 

Columbus,  Ga.,  and  Fort  Benning  National  Bank,  Fort  Benning,  Ga. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


Fort  Benning  National  Bank,  Fort  Benning,  Ga.  (14817),  with .  $  24,864,000  3  - 

and  The  First  National  Bank  of  Columbus,  Columbus,  Ga.  (2338),  which  had .  206,864,000  10  - 

merged  April  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had.  .  226,178,000  -  13 


COMPTROLLER  S  DECISION 

On  October  22,  1981,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Fort  Benning  National 
Bank,  Fort  Benning,  Ga.  (FBNB),  into  The  First  National 
Bank  of  Columbus,  Columbus,  Ga.  (First  National).  The 
application  is  based  on  an  agreement  finalized  between 
First  National  and  FBNB  on  July  28,  1981 

As  of  June  30,  1981 ,  First  National,  the  principal  sub¬ 
sidiary  of  First  South  Bancorp,  Columbus,  Ga.  (First 
South),  a  bank  holding  company,  held  total  deposits  of 
approximately  $170.2  million  in  11  offices,  10  in  Mus¬ 
cogee  County,  in  and  around  Columbus,  and  one  in 
Chattahoochee  County  on  the  Fort  Benning  Military 
Reservation  (Fort  Benning).  First  South  also  controls 
Farmers  &  Merchants  Bank,  Pine  Mountain,  Ga.  As  of 
the  same  date,  FBNB,  an  independent  bank,  held  total 
deposits  of  $19.7  million  in  three  offices,  two  located  at 
Fort  Benning  and  one  in  Cussetta,  1 7  miles  northeast  of 
FBNB's  head  office.  Since  FBNB  is  headguartered  on  a 
military  base,  it  is  subject  to  specific  regulation  by  the 
Department  of  Defense  in  addition  to  the  regulation 
provided  by  appropriate  federal  banking  authorities. 
The  ability  of  First  National  to  establish  offices  and  oper¬ 
ate  at  Fort  Benning  is  also  strictly  controlled. 

First  National  is  the  second  largest  of  the  nine  com¬ 
mercial  banks  operating  48  offices  in  the  Columbus 
metropolitan  area,  controlling  approximately  26.6  per¬ 
cent  of  area  commercial  bank  deposits;  FBNB  is  the 
second  smallest  of  those  nine  banks,  controlling  only  3 
percent  of  such  deposits.  The  bank  resulting  from  con¬ 
summation  of  this  proposal  would  continue  to  be  the 
second  largest  bank,  since  the  largest  bank  in  the  area 
controls  slightly  in  excess  of  38  percent  of  area  commer¬ 
cial  bank  deposits. 

First  National  and  FBNB  both  compete  generally  in 
the  Columbus  metropolitan  area  and,  in  particular,  in 
Fort  Benning  where  First  National  operates  a  branch 
which  directly  competes  with  FBNB’s  head  office;  an¬ 
other  commercial  bank,  also  headquartered  in  Colum¬ 
bus,  also  operates  a  branch  in  Fort  Benning.  However, 
the  degree  of  direct  competition  between  FBNB  and 
First  National  cannot  be  measured  solely  in  terms  of 
volume  of  business  or  location  of  offices.  Because  of  its 
unique  circumstances,  i.e.,  FBNB’s  regular  business  of 
servicing  the  banking  needs  of  military  and  civilian  per¬ 
sonnel  associated,  both  previously  and  currently,  with 
Fort  Benning,  FBNB's  relevant  geographic  market  can¬ 
not  be  simply  defined.  Because  its  principal  customer 
base  is  military  personnel,  the  rotation  of  such  person¬ 
nel  through  Fort  Benning  has  caused  many  of  FBNB’s 
customers  to  be  dispersed  widely  throughout  the  world 
In  fact,  approximately  30  percent  of  FBNB's  deposits 


and  60  percent  of  its  loans  are  associated  with  military 
personnel  that  are  no  longer  stationed  at,  or  even  near, 
Fort  Benning.  As  such,  FBNB  could  be  said  to  compete 
directly  for  that  business  with  banking  facilities  on  or 
associated  with  many  other  military  bases  throughout 
the  world.  In  addition,  while  virtually  all  of  FBNB’s  re¬ 
maining  customers  are  associated  in  some  way  with 
Fort  Benning,  only  56  percent  of  deposit  customers  and 
30  percent  of  loan  customers  actually  live  on  the  Fort 
Benning  Military  Reservation  itself.  The  remainder,  both 
military  and  civilian  personnel,  is  dispersed  throughout 
the  Columbus  metropolitan  area.  However,  FBNB  can¬ 
not  branch  into  Muscogee  County,  the  home  county  of 
First  National  and  the  major  population  center  of  the 
market,  and,  thus,  cannot  provide  banking  services  di¬ 
rectly  to  many  of  its  customers  residing  in  the  greater 
portion  of  that  market.  As  such,  and  because  of  the 
limited  access  to  most  banking  facilities  on  the  military 
base  by  the  general  public,  it  can  be  said  that  FBNB 
competes  directly  for  its  customer  base  with  numerous 
other  banking  offices  throughout  the  surrounding  Co¬ 
lumbus  metropolitan  area.  Additionally,  because  of  De¬ 
partment  of  Defense  requirements,  charges  for  banking 
services  by  FBNB  are  based  on  similar  charges  at 
other  Columbus  banks.  Competition  among  the  numer¬ 
ous  financial  institutions  in  the  Columbus  area,  includ¬ 
ing  both  commercial  banks  and  savings  and  loan  asso¬ 
ciations,  is  strong  and  is  expected  to  remain  so 
subsequent  to  this  merger  being  completed.  Conse¬ 
quently,  in  view  of  all  of  these  factors,  the  consummation 
of  this  proposal  is  not  deemed  to  have  a  significant 
effect  on  competition  in  the  Columbus  market  as  a 
whole. 

The  Bank  Merger  Act  requires  this  Offices  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  (12  USC  1828(c)(5)).  The  financial  and  mana¬ 
gerial  resources  of  both  banks  are  considered  satisfac¬ 
tory  and  the  future  prospects  of  both  the  existing  and 
resulting  banks  are  favorable.  The  resulting  bank  is  ex¬ 
pected  to  be  better  able  to  serve  the  banking  needs  of 
the  relevant  community,  thus  further  enhancing  com¬ 
petition  in  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
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SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
lessen  competition.  Consequently,  the  proposed  mer¬ 
ger  is  approved. 

January  28,  1982 


We  have  reviewed  this  proposed  transaction  and  con 
elude  that  it  would  be  not  significantly  adverse  to  com 
petition. 


WESTERN  COMMUNITY  BANK, 

Fircrest,  Wash.,  and  Western  Community  Bank,  National  Association,  Fircrest,  Wash. 


Names  of  banks  and  type  of  transaction 


Total 

assets 


Banking  offices 

In  To  be 
operation  operated 


Western  Community  Bank,  Fircrest,  Wash.,  with .  $24,875,000  3  - 

and  Western  Community  Bank,  National  Association,  Fircrest,  Wash.  (17256),  which  had .  240,000  0  - 

merged  April  1,  1982.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. .  24,875,000  -  3 


COMPTROLLER'S  DECISION 

Western  Community  Bank,  National  Association,  is 
being  organized  by  Washington  Community 
Bancshares,  Inc.,  Tacoma,  Wash.,  a  bank  holding  com¬ 
pany.  The  merger  of  Western  Community  Bank  into 
Western  Community  Bank,  National  Association,  is  a 
part  of  a  process  whereby  Washington  Community 
Bancshares,  Inc.,  will  acquire  100  percent  (less  direc¬ 
tors’  qualifying  shares)  of  Western  Community  Bank. 
The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with  an 
existing  commercial  bank.  As  such,  it  presents  no  com¬ 
petitive  issues  under  the  Bank  Merger  Act,  12  USC 
1828(c). 

The  financial  and  managerial  resources  of  both  pro¬ 
ponents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent.  This  will  permit  it 
to  more  effectively  serve  the  convenience  and  needs  of 
its  community. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicant's  record  of  helping  to  meet  the  credit  needs  of 
the  entire  community,  including  low  and  moderate  in¬ 
come  neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

March  11,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Western  Community  Bank  would  become  a  subsidi¬ 
ary  of  Washington  Community  Bancshares,  Inc.,  a  bank 
holding  company.  The  instant  transaction  would  merely 
combine  an  existing  bank  with  a  non-operating  institu¬ 
tion;  as  such,  and  without  regard  to  the  acquisition  of 
the  surviving  bank  by  Washington  Community 
Bancshares,  Inc.,  it  would  have  no  effect  on  competi¬ 
tion. 

*  * 
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THE  BANK  OF  EL  PASO,  NATIONAL  ASSOCIATION, 

El  Paso,  Tex.,  and  First  International  Bank  in  El  Paso,  National  Association,  El  Paso,  Tex. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

$88,400,000 

1 

The  Bank  ot  ti  raso,  National  Association,  ti  rasu,  ly*.  \\  wim . 

33,947,000 

1 

and  First  International  Bank  in  El  Paso,  National  Association,  El  Paso,  Tex.  (16506),  which  had . 

merged  April  16,  1982,  under  charter  of  the  latter  and  with  the  title  “InterFirst  Bank  El  Paso, 

1 

National  Association."  The  merged  bank  at  date  of  merger  had . 

COMPTROLLER'S  DECISION 

First  International  Bank  in  El  Paso,  National  Association, 
and  The  Bank  of  El  Paso,  National  Association,  are 
majority-owned  and  controlled  by  First  International 
Bancshares,  Inc.,  Dallas,  Tex.,  a  registered  bank  hold¬ 
ing  company.  This  proposed  merger  is  a  corporate  re¬ 
organization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in¬ 
stitutions  and  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 


*  Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re¬ 
sponsibilities  revealed  no  evidence  that  the  banks'  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  merger. 

January  5,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 


NATIONAL  SECURITY  BANK, 

Tyler,  Tex.,  and  Bank  of  Tyler,  National  Association,  Tyler,  Tex. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

National  Security  Bank,  Tyler,  Tex.  (16491),  with .  . 

was  purchased  April  16,  1982,  by  Bank  of  Tyler,  National  Association,  Tyler,  Tex.  (17261),  which  had 

$8,820,000 

1 ,000,000 

1  - 

0  - 

1 

COMPTROLLER'S  DECISION 

On  April  16,  1982,  application  was  made  to  the  OCC  to 
grant  prior  written  approval  for  Bank  of  Tyler,  National 
Association,  Tyler,  Tex.  (Assuming  Bank),  to  purchase 
certain  assets  and  assume  certain  liabilities  of  the  Na¬ 
tional  Security  Bank,  Tyler,  Tex.  (National  Security). 

The  application  is  based  upon  an  agreement,  incor¬ 
porated  herein  by  reference  the  same  as  if  fully  set  forth, 
negotiated  between  Assuming  Bank  and  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  as  receiver  of 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  December  31,  1981,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


National  Security.  For  the  reasons  set  forth  below,  the 
application  is  hereby  approved  and  Assuming  Bank  is 
authorized  immediately  to  consummate  the  purchase 
and  assumption  transaction. 

National  Security  was  chartered  as  a  national  bank  by 
the  Comptroller  of  the  Currency  on  August  29,  1975, 
under  its  present  title.  It  reached  a  problem  status  in 
May  1979.  National  Security  was  unable  to  remedy  its 
problems  and  its  condition  progressively  deteriorated. 
On  April  16,  1982,  National  Security  was  declared  insol¬ 
vent  and  the  Comptroller  appointed  the  FDIC  receiver. 
The  Comptroller  has  now  been  asked  to  grant  his  writ¬ 
ten  approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the  latter 
would  purchase  certain  assets  and  assume  certain  lia- 
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bilities,  including  all  deposit  liabilities,  of  National  Se¬ 
curity. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed  to 
consider  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tion,  and  the  convenience  and  needs  of  the  community 
to  be  served.  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  the  failure  of  a  bank,  the  Comp¬ 
troller  can  dispense  with  the  standards  applicable  to 
usual  acquisition  transactions  and  need  not  consider 
reports  on  the  competitive  effects  of  the  transaction 
ordinarily  solicited  from  the  Department  of  Justice  and 
other  banking  agencies.  He  is  authorized  in  such  cir¬ 
cumstances  to  act  immediately  in  his  sole  discretion  to 
approve  such  a  transaction  and  to  authorize  its  immedi¬ 
ate  consummation. 

The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  community  and  potential  losses 

*  * 


to  any  uninsured  depositors  and  creditors  Assuming 
Bank  is  located  in  the  same  trade  area  served  by  Na¬ 
tional  Security  and  has  the  financial  resources  to  absorb 
National  Security  and  to  enhance  the  banking  services 
available  in  the  Tyler,  Tex.,  banking  market. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  purchase  cer¬ 
tain  assets  and  assume  certain  liabilities  of  National 
Security,  as  set  forth  in  the  agreement,  is  approved.  The 
Comptroller  further  finds  that  the  failure  of  National  Se¬ 
curity  requires  him  to  act  immediately,  as  contemplated 
by  the  Bank  Merger  Act,  to  prevent  disruption  of  bank¬ 
ing  services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  the  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  immedi¬ 
ately. 

April  16,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General's  report  was  requested. 

* 


PAN  AMERICAN  BANK,  NATIONAL  ASSOCIATION, 

Miami,  Fla.,  and  Pan  American  Bank  of  Broward,  Lauderhill,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Pan  American  Bank  of  Broward,  Lauderhill,  Fla.,  with .  $  85,881,000  6  - 

and  Pan  American  Bank,  National  Association,  Miami,  Fla.  (16442),  which  had .  578,604,000  12  - 

merged  April  16,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had.  649,753,000  -  18 


COMPTROLLER'S  DECISION 

Pan  American  Bank,  National  Association,  and  Pan 
American  Bank  of  Broward  are  majority-owned  and  con¬ 
trolled  by  Pan  American  Banks,  Inc.,  Miami,  Fla.,  a 
registered  bank  holding  company.  This  proposed  mer¬ 
ger  is  a  corporate  reorganization  which  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in¬ 
stitutions  and  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re- 

*  * 


sponsibilities  revealed  no  evidence  that  the  banks'  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  merger. 

March  26,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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THE  FIRST  NATIONAL  EXCHANGE  BANK  OF  VIRGINIA, 
Roanoke,  Va.,  and  The  First  National  Bank  of  Galax,  Galax,  Va. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  First  National  Bank  of  Galax,  Galax,  Va.  (8791),  with . 

and  The  First  National  Exchange  Bank  of  Virginia,  Roanoke,  Va.  (2737),  which  had . 

merged  April  22.  1982,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

$  59,738,000 

1,360,026,000 

1,419,764,000 

2 

35 

37 

COMPTROLLER'S  DECISION 

On  November  27,  1981,  application  was  made  to  the 
OCC  for  prior  written  authorization  to  merge  The  First 
National  Bank  of  Galax,  Galax,  Va.  (FNB),  into  The  First 
National  Exchange  Bank  of  Virginia,  Roanoke,  Va.  (First 
Exchange).  The  application  is  based  on  an  agreement 
finalized  between  First  Exchange  and  FNB  on  October 
5,  1981. 

As  of  September  30,  1981 ,  First  Exchange,  the  princi¬ 
pal  subsidiary  of  Dominion  Bancshares  Corporation, 
Roanoke,  Va  (Dominion),  a  bank  holding  company, 
held  total  deposits  of  approximately  $1 .0  billion  in  its  35 
banking  offices.  Dominion  is  the  third  largest  bank  hold¬ 
ing  company  in  the  state,  with  its  13  affiliate  banks 
throughout  the  state  holding  aggregate  deposits  of  $2.0 
billion  in  141  banking  offices.  As  of  the  same  date,  FNB, 
an  independent  bank,  held  total  deposits  of  $51  million 
in  its  two  offices,  both  located  within  the  City  of  Galax, 
on  the  boundary  between  Grayson  and  Carroll  counties 
near  the  Virginia/North  Carolina  border  in  the  south¬ 
western  section  of  the  state. 

The  relevant  geographic  market  for  this  proposal  is 
the  area  adjacent  to  Galax,  including  portions  of  Gray¬ 
son,  Carroll,  and  Wythe  counties  in  Virginia,  and  Surry 
and  Allegheny  counties  in  North  Carolina,  i.e.,  the  area 
from  which  FNB  has  determined  that  it  derives  the  bulk 
of  its  deposits.  FNB  is  the  second  largest  of  the  six 
commercial  banks,  including  two  banking  subsidiaries 
of  major,  statewide  bank  holding  companies,  operating 
the  14  banking  offices  within  that  market;  FNB  holds  25 
percent  of  market  commercial  bank  deposits.  The  mar¬ 
ket  is  also  served  by  offices  of  a  savings  and  loan 
association  and  a  federal  credit  union.  Competition 
among  financial  institutions  in  the  market  is  strong  and 
is  expected  to  remain  strong  subsequent  to  the  con¬ 
summation  of  this  proposal.  There  is  only  a  negligible 
volume  of  direct  competition  between  First  Exchange 
and  FNB;  First  Exchange  maintains  no  offices  in  FNB’s 
market  and  derives  only  nominal  business  from  that 
area,  the  closest  office  of  First  Exchange  to  the  FNB 
offices  in  Galax  is  31  miles  north  in  Wythesville.  First 
Exchange  is  prohibited  under  state  branching  statute 


from  establishing  de  novo  operations  in  FNB’s  market; 
Dominion  could  establish  a  de  novo  subsidiary  bank  in 
the  market  but  finds  that  alternative  to  be  unrealistic  in 
view  of  the  economic  and  demographic  characteristics 
of  the  area.  Consequently,  consummation  of  this  pro¬ 
posal  would  merely  replace  one  competitor  in  the  rele¬ 
vant  market  with  another,  financially  stronger  competitor 
and  would  allow  First  Exchange,  and,  thus,  Dominion,  to 
establish  a  direct  presence  in  a  market  which  it  does  not 
currently  serve.  As  such,  consummation  of  this  merger 
is  expected  to  have  a  positive  effect  on  competition  in 
the  relevant  market. 

The  Bank  Merger  Act  (12  USC  1828(c)(5))  requires 
this  Office  to  consider  .  .  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and  pro¬ 
posed  institutions  and  the  convenience  and  needs  of 
the  community  to  be  served."  The  financial  and  mana¬ 
gerial  resources  of  both  banks  are  considered  satisfac¬ 
tory.  After  the  consummation  of  the  proposed  merger, 
the  resulting  bank  will  be  able  to  draw  on  the  financial 
and  managerial  resources  of  its  parent,  Dominion 
Bancshares  Corporation.  Consequently,  the  future  pros¬ 
pects  of  the  resulting  bank  appear  favorable,  as  does  its 
ability  to  effectively  further  enhance  competitiveness 
within  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
significantly  affect  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved. 

March  17,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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NATIONAL  CITY  BANK, 

Cleveland,  Ohio,  and  National  City  Bank  of  Lake  County,  Mentor,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

National  City  Bank  of  Lake  County,  Mentor,  Ohio  (16563),  with 
and  National  City  Bank,  Cleveland,  Ohio  (786),  which  had  . 

merged  April  24,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. 

$  40,619,000 

3,774,145,000 
3,813,360,000 

4 

54  - 

-  58 

COMPTROLLER'S  DECISION 

National  City  Bank  of  Lake  County  and  National  City 
Bank  are  majority-owned  and  controlled  by  National 
City  Corporation,  Cleveland,  Ohio,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corporate 
reorganization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  mangerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  community 
to  be  served  has  disclosed  no  reason  why  this  applica¬ 
tion  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  the  Office  as  a  result  of  its  regulatory  respon¬ 


sibilities  revealed  no  evidence  that  the  banks'  records  of 
helping  to  meet  the  credit  needs  of  their  communities, 
including  low  and  moderate  income  neighborhoods, 
are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  merger. 

November  12,  1981 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


BANK  ONE  OF  COLUMBUS,  N.A., 

Columbus,  Ohio,  and  Bank  One  of  Mount  Sterling,  Mount  Sterling,  Ohio,  and  Bank  One  of  Central  Ohio,  National 
Association,  Columbus,  Ohio 


Total 

Banking  offices 

Names  of  banks  and  type  of  transaction 

assets 

In  To  be 

operation  operated 

Bank  One  of  Columbus,  N.A.,  Columbus,  Ohio  (7621),  with . 

and  Bank  One  of  Mount  Sterling,  Mount  Sterling,  Ohio,  with . 

and  Bank  One  of  Central  Ohio,  National  Association,  Columbus,  Ohio  (7621),  which  had . 

merged  May  1,  1982,  under  charter  of  the  latter  and  with  the  title  Bank  One  of  Columbus,  National 
Association."  The  merged  bank  at  date  of  merger  had . 

$1,435,370,000 

22,701,000 

240,000 

1,458,311,000 

36 

1 

0 

-  37 

COMPTROLLER’S  DECISION 

Bank  One  of  Columbus,  N.A.,  Bank  One  of  Mount  Ster¬ 
ling,  and  Bank  One  of  Central  Ohio,  National  Associa¬ 
tion,  are  majority-owned  and  controlled  by  Banc  One 
Corporation,  Columbus,  Ohio,  a  registered  bank  hold¬ 
ing  company.  This  proposed  merger  is  a  corporate  re¬ 
organization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in¬ 
stitutions  and  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re- 

*  * 


sponsibilities  revealed  no  evidence  that  the  banks’  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  merger. 

March  23,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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THE  NATIONAL  BANK  OF  GEORGIA, 

Atlanta,  Ga.,  and  One  Branch  of  Roswell  Bank,  Roswell,  Ga. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

One  Branch  of  Roswell  Bank,  Roswell,  Ga.,  with . . 

was  purchased  May  1,  1982,  by  The  National  Bank  of  Georgia,  Atlanta,  Ga.  (15541),  which  had. 
After  the  purchase  was  effected  the  receiving  bank  had . 

$  57,244,000 
569,527,000 

1  - 

23  - 

24 

COMPTROLLER'S  DECISION 

On  February  2,  1982,  an  application  to  purchase  the 
assets  and  assume  the  liabilities  of  Roswell  Bank  -  Clair- 
mont  Branch,  Atlanta,  Ga.  (Clairmont),  by  The  National 
Bank  of  Georgia,  Atlanta,  Ga.  (NBG),  was  filed  with  this 
Office.  The  application  is  based  on  an  agreement  ex¬ 
ecuted  by  Clairmont  and  NBG  on  January  20,  1982. 

NBG,  the  purchasing  bank,  operates  7  offices  in  De- 
Kalb  County  and  17  offices  in  Fulton  County.  It  reported 
net  income  of  $4,440  million  for  1981,  with  earnings 
showing  significant  improvement  over  the  previous  year. 

Clairmont,  reporting  total  assets  of  $52  million,  was 
acquired  by  Roswell  Bank  in  1976  by  a  merger  with 
DeKalb  County  Bank.  Roswell  Bank  operates  five  of¬ 
fices,  including  Clairmont,  the  target  office.  It  considers 
its  market  area  to  be  primarily  limited  to  the  northern 
parts  of  Fulton  and  DeKalb  counties. 

The  proposed  acquisition  of  Clairmont  by  NBG  will 
merely  replace  one  competitor  with  a  stronger,  more 
viable  banking  institution;  therefore,  the  competitive  ef¬ 
fects  will  be  minimal.  NBG  has  one  free-standing  ATM  in 
the  targeted  market.  Its  closest  office  is  approximately  5 
miles  north  of  the  branch  to  be  acquired.  In  addition  to 
Claimont,  there  are  four  other  banking  offices  in  the 
relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 


*  Asset  figures  are  of  whole  bank  as  of  March  31,  1982,  report  of 
condition.  Information  as  of  date  of  consummation  was  not  available  at 
press  time. 


served.”  12  USC  1828(c)(5).  We  find  the  financial  and 
managerial  resources  of  NBG  and  Clairmont  to  be  satis¬ 
factory.  NBG  will  be  able  to  meet  the  needs  of  large 
businesses  in  the  market  area  that  Clairmont  cannot 
meet.  The  acquisition  of  Clairmont  will  result  in  more 
convenient  service  to  the  local  community  and  better 
service  to  retail  customers. 

Both  banks  participating  in  the  transaction  should 
benefit  from  approval  of  the  proposal.  NBG  will  be  able 
to  establish  itself  in  the  prime  market  area  where  NBG 
customers  currently  live  and  work.  This  purchase  will 
not  have  a  material  effect  on  NBG’s  balance  sheet  or 
earnings  and  will  allow  Roswell  Bank  to  concentrate 
additional  resources  in  its  natural  market  area  and  to 
provide  better  services  to  its  existing  customers  in  north 
Fulton  County. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
banks’  records  of  helping  to  meet  the  credit  needs  of 
their  entire  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  carefully  considered  the  application  pur¬ 
suant  to  the  Bank  Merger  Act,  12  USC  1828(c),  and 
have  concluded  that  the  proposed  merger  will  not 
lessen  competition.  Accordingly,  the  application  is  ap¬ 
proved. 

March  30,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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BANK  ONE  OF  MILFORD,  N.A., 

Milford,  Ohio,  and  The  First  National  Bank  of  Sardinia,  Sardinia,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  First  National  Bank  of  Sardinia,  Sardinia,  Ohio  (7800),  with . 

and  Bank  One  of  Milford.  N.A.,  Milford,  Ohio  (3234),  which  had . 

merged  May  1,  1982,  under  charter  of  the  latter  and  with  the  title  "Bank  One  of  Milford,  National 
Association."  The  merged  bank  at  date  of  merger  had . 

$  14.039.721 
144.249.964 

158,289,685 

1  - 

12  - 

13 

COMPTROLLER'S  DECISION 

On  September  29,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  The  First  National 
Bank  of  Sardinia,  Sardinia,  Ohio  (FNBS),  into  Bank  One 
of  Milford,  N.A.,  Milford,  Ohio  (BOM),  under  the  charter 
of  BOM  and  with  the  title  of  "Bank  One  of  Milford, 
National  Association."  The  application  is  based  upon 
an  agreement  finalized  between  BOM  and  FNBS  on 
March  10,  1981. 

As  of  December  31,  1980,  BOM,  a  wholly-owned 
subsidiary  of  Banc  One  Corporation,  Columbus,  Ohio 
(the  Corporation),  held  total  deposits  of  $109  million  in 
its  1 1  offices,  10  in  Clermont  County  and  one  in  neigh¬ 
boring  Hamilton  County.  BOM  is  the  largest  of  the  four 
commercial  banks  operating  in  Clermont  County  and 
the  sixth  largest  of  the  nine  commercial  banks  operating 
in  Hamilton  County.  The  Corporation  is  the  fourth  largest 
banking  organization  in  Ohio,  with  total  deposits  in  ex¬ 
cess  of  $2.7  billion  as  of  September  30,  1981,  approx¬ 
imately  5.3  percent  of  total  statewide  commercial  bank 
deposits.  As  of  December  31,1 980,  FNBS,  an  indepen¬ 
dent  unit  bank  controlled  by  the  Rosselott  family,  held 
total  deposits  of  nearly  $1 1 .3  million  in  its  office  in  Sar¬ 
dinia,  in  northern  Brown  County;  FNBS  is  the  seventh 
largest  of  the  eight  commercial  banks  operating  in 
Brown  County. 

The  relevant  geographic  market  for  this  proposal  is 
the  portions  of  Jackson,  Franklin,  Eagle,  Washington, 
Pike,  Sterling,  and  Green  Townships  in  Brown  County, 
Winchester  and  Wayne  Townships  in  Adams  County, 
and  Clay,  White  Oak,  and  Concord  Townships  in  High¬ 
land  County,  which  surround  the  community  of  Sardinia, 
i.e.,  the  area  from  which  FNBS  derives  the  bulk  of  its 
deposits  through  its  single  office.  FNBS  is  the  smallest 
of  the  three  commercial  banks  operating  the  banking 
offices  in  that  market,  controlling  almost  28  percent  of 
market  commercial  bank  deposits;  there  is  only  one, 
small,  nonbank  deposit-taking  financial  institution  oper¬ 
ating  in  FNBS’s  market  There  is  no  existing  direct  com¬ 
petition  between  BOM  and  FNBS.  Neither  bank  derives 
any  deposits  from  the  market  served  by  the  other;  none 
of  the  other  banks  affiliated  with  BOM  through  common 
ownership  by  the  Corporation  derive  deposits  from 
FNBS’s  market;  the  closest  offices  of  BOM  to  FNBS's 


single  office  is  14  miles  away.  BOM  could  enter  the 
market  with  de  novo  offices  and  the  Corporation  could 
enter  the  market  with  a  de  novo  charter;  however,  nei¬ 
ther  alternative  is  considered  economically  justifiable  by 
the  Corporation.  Consummation  of  this  merger  would 
merely  replace  one  competitor  in  the  market  with  an¬ 
other,  significantly  stronger  competitor,  while  at  the 
same  time  allowing  BOM  (and,  thus,  the  Corporation)  to 
expand  its  market  into  an  area  in  which  it  is  currently  not 
directly  represented.  As  such,  competition  in  the  pre¬ 
sent  market  of  FNBS  is  expected  to  be  affected 
positively  by  consummation  of  the  proposal. 

The  Bank  Merger  Act  requires  that  this  Office  con¬ 
sider  ",  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  community 
to  be  served.”  (12  USC  1828(c)(5)).  The  financial  and 
managerial  resources  of  both  BOM  and  FNBS  are  con¬ 
sidered  satisfactory.  After  consummation  of  the  pro¬ 
posal,  the  resulting  bank  will  be  able  to  draw  on  the 
financial  and  managerial  resources  of  its  parent,  the 
Corporation.  Consequently,  the  future  prospects  of  the 
resulting  bank  appear  favorable,  as  does  its  ability  to 
effectively  further  enhance  competitiveness  within  its 
market.  As  such,  it  is  expected  to  better  serve  the 
convenience  and  needs  of  the  community  in  that  mar¬ 
ket. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants’  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
lessen  competition.  Consequently,  the  proposed  mer¬ 
ger  is  approved. 

March  31,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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ATLANTIC  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville,  Fla.,  and  Imperial  Bank  of  Lakeland,  Lakeland,  Fla. 


Banking  offices 


Names  of  banks  and  type  of  transaction 


Total 

assets  In  To  be 

operation  operated 


Imperial  Bank  of  Lakeland,  Lakeland,  Fla.,  with . 

and  Atlantic  National  Bank  of  Florida,  Jacksonville,  Fla.  (6888),  which  had . 

merged  May  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. 


$  51,704,000  3 

2,382,023,000  69  - 

2,425,361,000  -  72 


COMPTROLLER’S  DECISION 

On  December  28,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Imperial  Bank  of 
Lakeland,  Lakeland,  Fla.  (Imperial),  into  Atlantic  Na¬ 
tional  Bank  of  Florida,  Jacksonville,  Fla.  (Atlantic).  The 
application  is  based  on  an  agreement  finalized  between 
Atlantic  and  Imperial  on  October  22,  1981. 

As  of  September  30,  1981 ,  Atlantic,  the  principal  sub- 
isidary  of  Atlantic  Bancorporation,  Jacksonville,  Fla.  the 
seventh  largest  bank  holding  company  in  the  State  of 
Florida,  held  total  deposits  of  nearly  $1 .6  billion  in  its  77 
offices  in  13  counties  throughout  the  northeastern,  cen¬ 
tral,  and  southeastern  sections  of  the  state  As  of  the 
same  date,  Imperial,  an  independent  bank  operating 
exclusively  in  Lakeland,  Fla.,  held  total  deposits  of 
$46.1  million  in  its  three  offices  in  that  city. 

The  proponents  do  not  currently  compete  directly 
and,  as  such,  consummation  of  this  proposal  will  have 
no  significant  effect  on  existing  competition  in  the  rele¬ 
vant  market.  The  relevant  market  for  this  proposal  is  the 
area  in  and  directly  surrounding  Lakeland,  Fla.,  the  area 
in  which  Imperial  operates  its  offices,  derives  the  bulk  of 
its  deposits,  and,  as  such,  competes  directly.  Imperial  is 
the  fifth  largest  of  the  10  commercial  banks  operating 
the  22  banking  offices  in  the  market,  controlling  approx¬ 
imately  9.3  percent  of  market  commercial  bank  depos¬ 
its.  The  market  is  currently  dominated  by  offices  of  a 
large  local  bank,  which  controls  slightly  in  excess  of  48 
percent  of  market  commercial  bank  deposits,  and  by 
offices  of  several  large,  statewide  bank  holding  com¬ 
pany  affiliates.  The  market  is  also  served  by  numerous 
offices  of  nonbank  depository  financial  institutions.  At¬ 
lantic  derives  only  a  nominal  volume  of  its  business  from 
the  market  of  Imperial;  its  nearest  office  to  any  office  of 
Imperial  is  nearly  30  miles  distant.  As  such,  consumma¬ 


tion  of  this  proposal  will  merely  replace  one  competitor 
in  the  market  with  another,  significantly  stronger  institu¬ 
tion,  while  allowing  Atlantic  to  enter  a  market  where  it 
currently  does  not  directly  compete.  Consequently,  the 
consummation  is  expected  to  have  a  positive  effect  on 
the  already  keen  competition  in  the  Lakeland  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory  and  their  future  pros¬ 
pects  appear  favorable.  After  the  consummation  of  the 
proposed  merger,  the  resulting  bank  will  be  able  to  draw 
on  the  financial  and  managerial  resources  of  its  parent, 
Atlantic  Bancorporation.  Consequently,  the  future  pros¬ 
pects  of  the  resulting  bank  appear  favorable,  as  does  its 
ability  to  effectively  further  enhance  competitiveness 
within  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 
March  25,  1982  ' 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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THE  THIRD  NATIONAL  BANK  AND  TRUST  COMPANY, 

Dayton,  Ohio,  and  The  New  Lebanon  Bank,  New  Lebanon,  Ohio 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  New  Lebanon  Bank,  New  Lebanon,  Ohio,  with . 

and  The  Third  National  Bank  and  Trust  Company,  Dayton,  Ohio  (10),  which  had . 

merged  May  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. 

$  20,061,000 
632,249,000 
652,310,000 

2  - 

27  - 

29 

COMPTROLLER’S  DECISION 

On  November  16,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  The  New  Lebanon 
Bank,  New  Lebanon,  Ohio  (NLB),  into  The  Third  Na¬ 
tional  Bank  and  Trust  Company,  Dayton,  Ohio  (Third). 
The  application  is  based  on  an  agreement  finalized 
between  Third  and  NLB  on  June  8,  1981. 

As  of  September  30,  1981,  Third,  an  independent 
bank,  held  total  deposits  of  $457.3  million  and  operated 
20  offices  in  Montgomery  County  and  five  offices  in 
Greene  County,  both  in  southwestern  Ohio.  As  of  the 
same  date  NLB,  also  an  independent  bank,  held  total 
deposits  of  $1 7.1  million  and  operated  two  offices  within 
the  city  limits  of  New  Lebanon,  Ohio,  which  is  in  western 
Montgomery  County. 

Third  is  the  second  largest  of  28  commercial  banks 
operating  153  offices  in  the  Dayton  SMSA  and  is  the 
second  largest  of  12  commercial  banks  operating  94 
offices  within  Montgomery  County,  Ohio.  As  of  June  30, 
1980,  Third  controlled  23.7  percent  of  the  commercial 
bank  deposits  in  Montgomery  County.  NLB  is  the  ninth 
largest  commercial  bank  in  Montgomery  County  and  as 
of  June  30,  1980,  controlled  only  .9  percent  of  the  com¬ 
mercial  bank  deposits  in  Montgomery  County.  The  bank 
resulting  from  consummation  of  this  proposal  would 
continue  to  be  the  second  largest  commercial  bank  in 
the  county.  The  largest  bank  controls  in  excess  of  43 
percent  of  the  deposits. 

Although  both  banks  operate  in  Montgomery  County, 
there  is  no  evidence  of  any  significant  direct  competi¬ 
tion.  For  the  most  part,  Third  serves  the  predominantly 
urban  area  of  eastern  Montgomery  County  (the  City  of 
Dayton)  and  the  urban  area  of  adjacent  Greene  County 
(east  of  Montgomery  County),  and  NLB  serves  the  town 
of  New  Lebanon  and  a  predominantly  rural  area  of  west¬ 
ern  Montgomery  County.  Third  has  no  offices  in  the 
western  portion  of  the  county  and  derives  only  2.2  per¬ 
cent  of  its  total  deposits  from  the  area  where  NLB  de¬ 
rives  85.9  percent  of  its  total  deposits.  Conversely,  NLB 
derives  only  8.2  percent  of  its  deposits  from  the  area 
where  Third  derives  85.1  percent  of  its  total  deposits.  In 
addition,  the  closest  office  of  Third  is  over  7  miles  from 
an  office  of  NLB.  While  consummation  of  this  proposal 


would  remove  one  competitor  from  the  Montgomery 
County  market,  this  would  not  materially  impact  the 
competitive  environment  among  financial  institutions 
there.  In  addition  to  the  10  other  banks  operating  in  the 
county,  five  of  which  are  affiliated  with  statewide  bank 
holding  companies,  15  savings  and  loan  associations 
operate  72  offices  in  the  area  and  provide  differing 
degrees  of  competition  for  loans  and  deposits.  Third 
could  establish  a  de  novo  branch  in  New  Lebanon  but 
finds  this  alternative  unrealistic  and  not  economically 
practical.  Consequently,  this  Office  believes  that  the 
proposal  would  not  substantially  lessen  competition 
within  Montgomery  County,  Ohio. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  12  USC  1828(c)(5).  We  find  the  financial  and 
managerial  resources  of  Third  and  NLB  to  be  satisfac¬ 
tory.  The  future  prospects  of  the  proponent  banks  inde¬ 
pendently,  and  in  combination,  are  favorable,  as  are  the 
expected  effects  of  the  proposed  merger  on  the  conve¬ 
nience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
banks’  records  of  helping  to  meet  the  credit  needs  of 
their  entire  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  the  application  pursuant  to  the 
Bank  Merger  Act,  as  well  as  the  reports  received  from 
the  Federal  Reserve  Bank  of  Cleveland  and  the  Depart¬ 
ment  of  Justice.  We  conclude  that  the  proposed  merger 
will  not  violate  the  Bank  Merger  Act  and  will  be  in  the 
public  interest.  Accordingly,  the  application  is  ap¬ 
proved. 

March  31,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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HIGHLAND  NATIONAL  BANK  OF  NEWBURGH, 

Newburgh,  N.Y.,  and  Three  Branches  of  the  Bank  of  New  York,  New  York,  N.Y. 


Names  of  banks  and  type  of  transaction 


Three  Branches  of  The  Bank  of  New  York,  New  York,  N.Y.,  with . 

were  purchased  May  3,  1982,  by  Highland  National  Bank  of  Newburgh,  Newburgh,  N.Y.  (1106), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


$11,347,187,000  3  - 

237,261,000  15 

-  18 


COMPTROLLER'S  DECISION 

On  January  15,  1982,  application  was  made  to  the 
OCC,  pursuant  to  the  Bank  Merger  Act,  (12  USC 
1828(c)),  for  prior  written  authorization  for  Highland  Na¬ 
tional  Bank  of  Newburgh,  Newburgh,  N.Y.  (Highland),  to 
purchase  certain  assets  and  assume  certain  liabilities  of 
The  Bank  of  New  York,  New  York,  N.Y.  (BNY)  by  the 
acquisition  of  three  of  the  latter’s  branches.  The  applica¬ 
tion  is  based  on  an  agreement  finalized  between  High¬ 
land  and  BNY  on  December  1,  1981. 

As  of  December  31 ,  1981,  Highland  had  1 5  offices  in 
Orange  and  Ulster  counties  (primarily  in  metropolitan 
Newburgh)  and  had  total  assets  of  $234  million  and 
deposits  of  $203  million.  Highland  is  a  wholly-owned 
subsidiary  of  Norstar  Bancorp,  Albany,  N.Y.,  which  has 
eight  banking  subsidiaries  and  total  assets  as  of  Sep¬ 
tember  30,  1981,  of  $2.4  billion.  On  December  31, 
1980,  BNY  had  189  offices  in  New  York  State,  with  total 
assets  of  $10.4  billion  and  was  the  ninth  largest  com¬ 
mercial  banking  organization  in  the  state.  In  1980,  BNY 
acquired  Empire  National  Bank,  Middletown,  N.  Y.  As 
part  of  this  acquisition,  BNY  agreed  to  divest  itself  of 
eight  of  its  existing  branches.  Three  of  these,  one  in 
Cornwall  and  two  in  Port  Jervis,  all  located  in  Orange 
County,  are  the  subjects  of  this  proposal. 

Consummation  of  this  proposal  will  have  no  signifi¬ 
cant  effect  on  competition  in  the  relevant  market.  As  of 
December  31,  1980,  deposits  of  the  three  branches 
totalled  $25  million.  However,  only  the  retail  deposits, 
totalling  $15.9  million,  will  be  assumed  by  Highland. 
Two  separate  service  areas  have  been  delineated:  the 
area  surrounding  the  two  Port  Jervis  branches,  and  the 
area  surrounding  the  Cornwall  branch.  Eighty-five  per¬ 
cent  of  the  deposits  in  the  subject  Port  Jervis  branches 
are  generated  from  the  towns  of  Port  Jervis  and  Deer- 
park.  In  addition  to  the  subject  branches,  BNY  has  one 
other  branch  in  this  market  and  Highland  currently  has 
none.  The  closest  Highland  office  is  located  in  Union- 
ville,  17  miles  southeast.  There  is  no  service  area  over¬ 
lap. 

Seventy-eight  percent  of  the  deposits  in  the  Cornwall 
branch  are  derived  from  Cornwall  and  Cornwall-on- 
Hudson.  The  remainder  come  from  the  towns  of  High¬ 
land,  New  Windsor,  Newburgh  and  the  City  of  New- 


*  Asset  figures  are  of  whole  bank  as  of  March  31,  1982,  report  of 
condition  Information  as  of  date  of  consummation  was  not  available  at 
press  time 


burgh.  BNY  has  two  branches  in  Cornwall  and  Highland 
has  none.  The  closest  Highland  office  is  in  New  Wind¬ 
sor,  4.5  miles  north.  Even  though  Highland  includes 
Cornwall  in  its  delineated  service  area,  market  overlap 
is  minimal  because  of  Highland’s  lack  of  a  branch  loca¬ 
tion  in  Cornwall.  The  $15.9  million  in  branch  deposits  to 
be  assumed  represents  only  2  percent  of  Orange 
County's  commercial  bank  deposits.  Consummation  of 
the  proposal  would  not  alter  the  ranking  of  these  banks 
when  compared  with  the  other  competitors.  BNY  would 
continue  to  remain  the  dominant  financial  institution  in 
Orange  County  and  Highland  would  continue  to  be  the 
fourth  largest  financial  institution  in  the  county. 

BNY  has  22  offices  in  Orange  County.  After  consum¬ 
mation  of  the  purchase  of  the  three  branches  by  High¬ 
land,  BNY  will  continue  to  operate  a  branch  in  Port 
Jervis  and  one  in  Cornwall.  Highland’s  entry  into  these 
two  markets  will  increase  the  number  of  banking  alter¬ 
natives  available  and  thus  will  enhance  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  12  USC  1828(c)(5).  The  financial  and  manage¬ 
rial  resources  of  Highland  are  excellent.  The  future  pros¬ 
pects  of  the  combined  entity  are  good.  The  banking 
public  in  both  market  areas  will  be  given  another  viable 
banking  institution  which  will  increase  banking  conve¬ 
nience  and  provide  an  additional  means  to  satisfy  the 
banking  needs  of  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  resuit  of  its  bank 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicant  to  proceed  with 
the  proposed  purchase  of  certain  assets  and  assump¬ 
tion  of  certain  liabilities  of  BNY  by  the  acquisition  of 
these  branches. 

April  1,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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FIRST  NATIONAL  BANK  OF  BALDWIN  COUNTY, 

Fairhope,  Ala.,  and  Central  Bank  of  Mobile,  National  Association,  Mobile,  Ala. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Central  Bank  of  Mobile,  National  Association,  Mobile,  Ala.  (15604),  with . 

and  First  National  Bank  of  Baldwin  County,  Fairhope,  Ala.  (15012),  which  had . 

consolidated  May  15,  1982,  under  charter  of  the  latter  and  with  the  title  "Central  Bank,  National 
Association,"  with  headquarters  in  Mobile.  The  consolidated  bank  at  date  of  consolidation  had . 

$  78,360,000 
82,668,000 

156,030,000 

6  - 

6  - 

12 

COMPTROLLER’S  DECISION 

On  October  14,  1981,  application  was  made  to  the  OCC 
for  prior  authority  to  consolidate  First  National  Bank  of 
Baldwin  County,  Fairhope,  Ala.  (FNBBC),  and  Central 
Bank  of  Mobile,  National  Association,  Mobile,  Ala.  (Cen¬ 
tral),  under  the  charter  of  FNBBC  and  with  the  title, 
"Central  Bank,  National  Association."  The  application  is 
based  on  an  agreement  finalized  between  Central  and 
FNBBC  on  September  16,  1981. 

As  of  June  30,  1981,  Central,  a  subsidiary  of  Central 
Bancshares  of  the  South,  Inc.,  Birmingham,  Ala. 
(Bancshares),  a  bank  holding  company,  held  total  de¬ 
posits  of  approximately  $61.5  million  in  six  offices,  all 
located  in  and  around  the  city  of  Mobile,  in  Mobile 
County.  Bancshares,  which  held  total  assets  of  $2.2 
billion  as  of  June  30,  1981,  currently  controls  a  total  of 
1 2  affiliate  banks,  none  of  which  operate  offices  in  Bald¬ 
win  County,  the  home  county  of  FNBBC.  As  of  June  30, 
1981 ,  FNBBC,  an  independent  bank,  held  total  deposits 
of  nearly  $72.2  million  in  six  offices,  two  in  Fairhope  and 
one  each  in  Daphne,  Lake  Forest,  Spanish  Fort,  and 
Robertsdale,  all  in  Baldwin  County.  Baldwin  County  and 
Mobile  County  are  separated  by  Mobile  Bay,  with  direct 
access  between  the  two  areas  limited  geographically. 

The  relevant  geographic  market  for  this  proposal  is 
the  areas  of  Baldwin  County  served  directly  by  offices  of 
FNBBC  and,  as  such,  the  area  from  which  FNBBC  de¬ 
rives  the  bulk  of  its  deposits;  Baldwin  County  is  the 
source  of  more  than  90  percent  of  FNBBC's  deposits 
Baldwin  County  is  served  by  28  offices  of  nine  commer¬ 
cial  banks;  FNBBC  is  the  largest  of  those  banks,  con¬ 
trolling  approximately  27  percent  of  commercial  bank 
deposits  in  that  market.  The  market  is  also  served  by 
several  offices  of  nonbank  deposit-taking  financial  in¬ 
stitutions.  FNBBC’s  market  is  competitive  and  will  re¬ 
main  competitive  subsequent  to  the  consummation  of 
this  proposal. 

There  is  only  nominal  direct  competition  between 
Central  and  FNBBC  in  Baldwin  County;  Central  derives 
less  than  1  percent  of  its  total  deposits  from  Baldwin 
County;  FNBBC  derives  less  than  2  percent  of  its  de¬ 
posits  from  Mobile  County,  the  area  from  which  Central 
derives  the  bulk  of  its  deposits.  Under  present  state  law, 
neither  Central  nor  FNBBC  may  branch  de  novo  into  the 
other's  home  county;  however,  branch  expansion  out¬ 
side  a  bank's  home  county  by  merger  or  consolidation 


is  permitted.  Consequently.  Bancshares  cannot  estab¬ 
lish  a  direct  presence  in  Baldwin  County  except  by  de 
novo  charter  or  by  merger  or  consolidation  with  an 
existing  bank;  Bancshares  finds  that  acquisition  of  an 
existing  institution  is  the  only  economically  feasible  al¬ 
ternative.  Additionally,  consummation  of  the  proposal 
will  allow  Central,  and,  consequently,  Bancshares,  to 
expand  its  direct  presence  into  an  area  in  which  it  is  not 
now  represented.  The  resulting  bank  would  be  the  fourth 
largest  commercial  bank  in  the  expanded  market  (the 
Mobile  SMSA),  a  market  dominated  by  two  large  banks, 
controlling  over  60  percent  of  that  area's  commercial 
bank  deposits;  Bancshares  would  remain  as  the  fifth 
largest  financial  organization  in  this  market.  Overall, 
consummation  of  the  proposal  will  not  have  a  significant 
effect  on  competition  in  FNBBC’s  market. 

The  Bank  Merger  Act  requires  that  this  Office  con¬ 
sider  “.  .  .  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions  and  the  convenience  and  needs  of  the  community 
to  be  served."  12  USC  1828(c)(5).  The  financial  and 
managerial  resources  of  both  Central  and  FNBBC  are 
considered  satisfactory.  After  consummation  of  the  pro¬ 
posal,  the  resulting  bank  will  be  able  to  draw  on  the 
financial  and  managerial  resources  of  its  parent, 
Bancshares.  Consequently,  the  future  prospects  of  the 
resulting  bank  appear  favorable,  as  does  its  ability  to 
effectively  further  enhance  its  competitiveness  within  its 
market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  does  not 
lessen  competition.  Consequently,  the  proposed  mer¬ 
ger  is  approved. 

April  1,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


•I'  'fc 
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MICHIGAN  NATIONAL  BANK— ANN  ARBOR, 

Ann  Arbor,  Mich.,  and  Community  Bank  of  Washtenaw,  Ypsilanti,  Mich. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Community  Bank  of  Washtenaw,  Ypsilanti,  Mich.,  with . 

was  purchased  May  15,  1982  by  Michigan  National  Bank  -  Ann  Arbor,  Ann  Arbor,  Mich.  (16785), 

which  had .  . 

After  the  purchase  was  effected,  the  receiving  bank  had . 

$19,915,000 

31,842,000 

2  - 

7  - 

9 

COMPTROLLER'S  DECISION 

On  May  15,  1982,  application  was  made  to  the  OCC  for 
prior  written  approval  for  Michigan  National  Bank  -  Ann 
Arbor,  Ann  Arbor,  Mich.  (Assuming  Bank),  to  purchase 
certain  assets  and  assume  certain  liabilities  of  the  Com¬ 
munity  Bank  of  Washtenaw,  Ypsilanti,  Mich.  (Commu¬ 
nity).  Community  was  declared  insolvent  on  May  15, 
1982,  and  the  FDIC  was  appointed  receiver. 

The  present  application  is  based  upon  an  agreement, 
which  is  incorporated  herein  by  reference  by  which 
FDIC  and  Assuming  Bank  have  agreed  that  Assuming 
Bank  will  purchase  certain  of  the  assets  and  assume 
certain  of  the  liabilities,  including  all  the  deposit  lia¬ 
bilities,  of  Community.  For  the  reasons  stated  hereafter, 
Assuming  Bank’s  application  is  approved,  and  the  as¬ 
sumption  transaction  may  be  consummated  immedi¬ 
ately. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed  to 
consider  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tion,  and  the  convenience  and  needs  of  the  community 
to  be  served.  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  the  failure  of  a  bank,  the  Comp¬ 
troller  can  dispense  with  the  standards  applicable  to 
usual  acquisition  transactions  and  need  not  consider 
reports  on  the  competitive  effects  of  the  transaction 
ordinarily  solicited  from  the  Department  of  Justice  and 
other  banking  agencies.  He  is  authorized  in  such  cir¬ 
cumstances  to  act  immediately  in  his  sole  discretion  to 


*  Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


approve  such  a  transaction  and  to  authorize  its  immedi¬ 
ate  consummation. 

The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  community  and  potential  losses 
to  a  number  of  uninsured  depositors  and  creditors.  As¬ 
suming  Bank  is  a  national  bank  chartered  June  22, 
1979,  in  Ann  Arbor,  Mich.  Assuming  Bank  has  the  finan¬ 
cial  resources  to  absorb  Community  and  to  enhance 
the  banking  services  available  in  the  Ypsilanti,  Mich., 
banking  market. 

The  Comptroller  thus  finds  that  an  emergency  exists, 
and  that  the  proposed  transaction  will  not  result  in  a 
monopoly,  or  be  in  furtherance  of  any  combination  or 
conspiracy  to  monopolize  or  attempt  to  monopolize  the 
business  of  banking  in  any  part  of  the  United  States, 
and  that  the  anticompetitive  effects  of  the  proposed 
transaction,  if  any,  are  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  proposed  transac¬ 
tion  in  meeting  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served.  For  these  reasons,  Assuming 
Bank’s  application  to  purchase  certain  assets  and  as¬ 
sume  certain  liabilities  of  Community,  as  set  forth  in  the 
agreement  between  FDIC  and  Assuming  Bank,  is  ap¬ 
proved.  The  Comptroller  further  finds  that  the  failure  of 
Community  requires  him  to  act  immediately,  as  contem¬ 
plated  by  the  Bank  Merger  Act,  to  prevent  disruption  of 
banking  services  to  the  community.  The  Comptroller 
thus  waives  publication  of  notice,  dispenses  with  the 
solicitation  of  competitive  reports  from  other  agencies, 
and  waives  approval  of  the  transaction  by  Community's 
shareholders  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

Assuming  Bank  is  also  hereby  authorized  to  operate 
Community's  former  offices,  located  at  3075  Washtenaw 
Avenue,  Ypsilanti,  Mich.,  and  3930  South  State  Road, 
Pittsfield  Township,  Mich.,  as  branch  offices. 

May  15,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General’s  report  was  requested. 

*  * 
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PEOPLES  NATIONAL  BANK  OF  NORTH  JERSEY, 
Denville,  N.J.,  and  Roxbury  State  Bank,  Roxbury,  N.J. 


Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In  To  be 

operation  operated 

Roxbury  State  Bank,  Roxbury,  N.J.,  with . 

and  Peoples  National  Bank  of  North  Jersey,  Denville,  N.J.  (15646),  which  had . 

merged  May  18,  1982,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

$38,305,000 

57,557,000 

4  - 

3  - 

7 

COMPTROLLER'S  DECISION 

On  December  21,  1981,  application  was  made  to  the 
OCC  for  prior  written  authorization  to  merge  the  Rox¬ 
bury  State  Bank,  Roxbury,  N.J.  (RSB),  into  the  Peoples 
National  Bank  of  North  Jersey,  Denville,  N.J.  (Peoples). 
The  application  is  based  on  an  agreement  finalized 
between  Peoples  and  RSB  on  November  17,  1981. 

As  of  September  30,  1981,  Peoples  held  total  depos¬ 
its  of  $48,948,000  and  operated  three  banking  offices, 
two  in  Morris  County  and  one  in  Sussex  County,  N.J. 
RSB  held  total  deposits  of  $30,877,000  on  the  same 
date  and  operated  four  banking  offices,  all  in  Morris 
County,  N.J. 

The  proponents  do  not  currently  compete  directly. 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  relevant 
market.  The  relevant  geographic  market  for  this  pro¬ 
posal  is  the  mid-south  and  mid-west  portions  of  Morris 
County,  N.J.,  the  area  in  which  RSB  operates  its  offices, 
derives  the  bulk  of  its  deposits  and,  as  such,  competes 
directly.  RSB  is  the  smallest  of  six  commercial  banks 
operating  16  banking  offices  in  the  market  RSB  has  the 
third  largest  share  of  market  deposits  with  18.81  per¬ 
cent.  Peoples  derives  only  a  nominal  volume  of  busi¬ 
ness  from  RSB’s  market.  Consequently,  consummation 
of  this  proposal  will  replace  one  competitor  with  another 
larger  institution  which  is  better  equipped  to  compete 
with  the  larger  banks  that  are  subsidiaries  of  major  bank 
holding  companies. 


'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory.  Consummation  of 
the  proposed  merger  will  provide  the  resulting  bank  with 
an  increased  legal  lending  limit  permitting  it  to  compete 
more  effectively  in  its  market.  Economies  of  scale  will  be 
realized  upon  the  consolidation  of  duplicate  operations, 
thereby  enhancing  earnings.  Customers  should  realize 
increased  convenience  through  improvements,  such  as 
a  proposed  automated  teller  system.  Consequently,  the 
future  prospects  of  the  resulting  bank  are  favorable  and 
the  community  should  benefit  from  increased  competi¬ 
tion. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  will  not 
have  a  significant  effect  on  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved. 

April  16,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 
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FIRST  NATIONAL  STATE  BANK  OF  SOUTH  JERSEY, 

Moorestown,  N.J.,  and  Two  Branches  of  The  Bank  of  New  Jersey,  Camden,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Two  Branches  of  The  Bank  of  New  Jersey,  Camden,  N.J.,  with .  $552,894,000  2  - 

were  purchased  May  22,  1982,  by  First  National  State  Bank  of  South  Jersey,  Moorestown,  N.J. 

(13039),  which  had .  589,148,000  42  - 

After  the  purchase  was  effected  the  receiving  bank  had .  .  44 


COMPTROLLER’S  DECISION 

On  January  15,  1982,  an  application  was  filed  by  First 
National  State  Bank  of  South  Jersey,  Moorestown,  N.J. 
(First),  for  authority  to  purchase  certain  of  the  assets 
and  assume  certain  of  the  liabilities  of  the  Deptford  Of¬ 
fice  and  the  Paulsboro  Office  of  The  Bank  of  New  Jer¬ 
sey,  Camden,  N.J.  (BNJ).  The  subject  branches  are  lo¬ 
cated  in  Deptford  and  Paulsboro,  N.J.  The  application 
is  based  on  two  agreements,  one  for  each  branch,  ex¬ 
ecuted  between  First  and  BNJ  on  November  5,  1981. 

As  of  December  31,1 981 ,  First  held  total  deposits  of 
$495.6  million  in  42  offices  in  the  following  counties  in 
southern  New  Jersey:  Atlantic,  Gloucester,  Cape  May, 
Cumberland,  Salem,  Camden  and  Burlington.  At  year- 
end  1980,  the  Deptford  and  Paulsboro  branches,  both 
located  in  Gloucester  County,  held  total  deposits  of 
$10.5  million. 

Although  both  the  Deptford  and  Paulsboro  offices  of 
BNJ  are  located  in  Gloucester  County  and  First  oper¬ 
ates  1 1  offices  in  Gloucester  County,  the  two  offices  of 
BNJ  are  not  in  direct  competition  with  each  other  nor  do 
they  compete  with  any  of  First’s  offices  to  any  significant 
degree.  Both  the  Deptford  and  Paulsboro  offices,  ap¬ 
proximately  4.5  miles  apart,  draw  the  bulk  of  their  de¬ 
posits  from  within  a  2-mile  radius  of  their  respective 
offices.  The  Deptford  office  is  the  smallest  of  the  four 
commercial  banks  operating  in  the  Deptford/Woodbury 
Heights  market  with  8.6  percent  of  market  deposits;  the 
largest  bank  held  a  63.9  percent  market  share.  The 
Paulsboro  office  is  the  smallest  of  the  two  commercial 


*  Assets  are  of  whole  bank  as  of  March  31 ,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


banks  operating  in  the  Paulsboro/Greenwich  market 
with  12.2  percent  of  market  deposits.  First  does  not 
have  any  offices  in  either  market  and  its  closest  office  to 
Deptford  is  7.8  miles  and  6.5  miles  from  Paulsboro. 
Therefore,  within  each  market,  First  will  merely  be  re¬ 
placing  BNJ. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory.  The  future  prospects 
of  the  proponents,  individually  and  combined,  are  con¬ 
sidered  favorable.  The  Office  is  not  aware  of  any  facts 
which  would  produce  a  negative  impact  on  conve¬ 
nience  and  needs  as  a  result  of  the  merger. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants’  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1 828(c))  and  find  that  it  does 
not  lessen  competition.  Accordingly,  the  application  is 
approved. 

April  16,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga.,  and  The  Citizens  and  Southern  Bank  of  Houston  County,  Warner  Robins,  Ga. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  Citizens  and  Southern  Bank  of  Houston  County,  Warner  Robins,  Ga.,  with . 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had . 

merged  May  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. 

$  43,117,000 

4,600,563,000 
4,635,630,000 

2 

136 

138 

COMPTROLLER'S  DECISION 

On  January  1 9,  1 982,  application  was  made  to  the  OCC 
for  authority  to  merge  The  Citizens  and  Southern  Bank 
of  Houston  County,  Warner  Robins,  Ga.  (C&S  (Houston 
County)),  into  The  Citizens  and  Southern  National  Bank, 
Savannah,  Ga.  (C&S).  The  application  is  based  on  an 
agreement  finalized  between  C&S  and  C&S  (Houston 
County)  on  December  16,  1981. 

As  of  September  30,  1981,  C&S,  the  principal  sub¬ 
sidiary  of  Citizens  and  Southern  Georgia  Corporation, 
Atlanta,  Ga.,  a  registered  bank  holding  company,  was 
the  largest  commercial  bank  in  Georgia,  holding  total 
deposits  of  approximately  $3.0  billion  in  more  than  125 
offices  located  in  the  metropolitan  areas  of  the  state.  As 
of  the  same  date,  C&S  (Houston  County)  held  total 
deposits  of  $36.4  million  in  two  offices,  both  in  northern 
Houston  County,  directly  south  of  Macon,  Ga. 

While  C&S  and  C&S  (Houston  County)  are  not  cur¬ 
rently  “affiliated"  in  the  formal,  legal  sense,  they  have 
been  closely  associated  for  many  years  through  C&S's 
“correspondent  associate”  system  relationship,  created 
by  direct  and  indirect  influence  over  the  associated 
banks.  Pursuant  to  that  relationship,  the  correspondent 
associate  banks  benefit  from  C&S  management  as¬ 
sistance  and  personnel,  certain  uniform  personnel  pol¬ 
icies  and  common  advertising,  and  the  ability  to  offer 
C&S  services  to  their  own  customers  and  customers  of 
other  C&S  associated  banks,  creating  an  interdepen¬ 
dent  financial  services  system  that,  for  all  practical  pur¬ 
poses,  closely  associates  the  banks  in  the  perception  of 


the  banking  public.  As  such,  competition  between  the 
system’s  banks  is,  at  best,  only  nominal.  C&S  has  effec¬ 
tively  used  this  system  to  extend  its  services  directly 
into  areas  not  previously  permitted  under  state  branch¬ 
ing  statutes.  Consequently,  consummation  of  this  pro¬ 
posal  is  considered  to  be,  in  actuality,  nothing  more  than 
a  corporate  reorganization  within  the  C&S  system.  As 
such,  it  would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in¬ 
stitutions  and  the  convenience  and  needs  of  the  com¬ 
munities  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re¬ 
sponsibilities  reveals  no  evidence  that  the  banks’  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1828(c))  and  find  that  it  does 
not  lessen  competition.  Therefore,  the  application  is  ap¬ 
proved. 

April  27,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


HERITAGE  BANK  NATIONAL  ASSOCIATION, 

Cherry  Hill,  N.J.,  and  Heritage  Bank-North,  Monroe  Township,  N.J. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Heritage  Bank-North,  Monroe  Township,  N.J .  with . 

and  Heritage  Bank  National  Association,  Cherry  Hill,  N.J.  (1209),  which  had . 

merged  June  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

$  608.526.000 
887,455,000 
1,495,981,000 

35  - 

85  - 

120 

COMPTROLLER’S  DECISION 

Heritage  Bank  National  Association  and  Heritage  Bank- 
North  are  majority-owned  and  controlled  by  Heritage 
Bancorporation,  Cherry  Hill,  N.J.,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corporate 


reorganization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in- 
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stitutions  and  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re¬ 
sponsibilities  revealed  no  evidence  that  the  banks'  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 


This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to  pro¬ 
ceed  with  the  merger. 

April  1,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 


THE  SOUTH  CAROLINA  NATIONAL  BANK, 

Charleston,  S.C.,  and  First  Carolina  Bank,  Yemassee,  S.C. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  Carolina  Bank,  Yemassee,  S.C.,  with . 

and  The  South  Carolina  National  Bank,  Charleston,  S.C.  (2044),  which  had . 

merged  June  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. 

$  16,621,000 

1 ,844,370,000 
1,859,314,000 

5 

116 

121 

COMPTROLLER'S  DECISION 

On  January  28,  1982,  an  application  was  accepted  by 
the  OCC  for  prior  authorization  to  merge  First  Carolina 
Bank,  Yemassee,  S.C.  (First),  into  the  South  Carolina 
National  Bank,  Charleston,  S.C.  (SCNB),  under  the 
charter  and  title  of  SCNB.  The  application  is  based 
upon  an  agreement  finalized  between  First  and  SCNB 
on  December  16,  1981. 

SCNB  is  a  wholly-owned  subsidiary  of  South  Carolina 
National  Corporation  (SCN  Corp),  a  one-bank  holding 
company.  As  of  September  30,  1981,  SCNB  held  total 
deposits  of  $1 .25  billion  in  its  116  offices  in  25  counties 
within  South  Carolina,  none  of  which  are  in  Beaufort 
County.  SCNB  is  the  largest  commercial  bank  in  South 
Carolina.  First  has  five  offices  in  Beaufort  County,  with 
total  deposits  of  $1 4  million  as  of  September  30,  1981.  It 
is  ranked  fourth  in  size  of  the  five  banks  operating  in 
Beaufort  County. 

The  relevant  geographic  market  for  the  proposal  is 
Beaufort  County,  the  area  from  which  First  derives  100 
percent  of  its  deposits.  First  holds  8  percent  of  total 
commercial  bank  deposits  in  the  market.  The  market 
currently  contains  one  locally  headquartered  bank,  and 
several  branches  of  two  major  statewide  banks,  which 
together  account  for  92  percent  of  deposits.  The  near¬ 
est  offices  of  SCNB  are  in  Bamberg  and  Summerville  in 
the  adjacent  counties  of  Bamberg  and  Dorchester,  re¬ 
spectively,  and  are  65  miles  from  the  Yemassee  office  of 
First.  There  is  no  existing  direct  competition  between 
SCNB  and  First.  Consummation  of  this  proposal  will 
merely  replace  one  competitor  in  the  market  with  an¬ 
other,  significantly  stronger  institution,  while  allowing 
SCNB  to  enter  a  market  where  it  currently  does  not  di¬ 
rectly  compete  Consequently,  competition  in  the  pre¬ 


sent  market  of  First  is  expected  to  be  affected  positively 
by  consummation  of  the  proposed  merger. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.  .  (12  USC  1 828(c)(5)).  The  financial  and  man¬ 

agerial  resources  of  both  SCNB  and  First  are  consid¬ 
ered  satisfactory.  After  consummation  of  the  proposal, 
the  resulting  bank  will  be  able  to  draw  on  the  financial 
and  managerial  resources  of  SCN  Corp.  Consequently, 
future  prospects  of  the  resulting  bank  appear  to  be 
favorable,  as  does  its  ability  to  further  enhance  competi¬ 
tion  within  the  relevant  geographic  market.  As  such,  it  is 
expected  to  better  serve  the  convenience  and  needs  of 
the  community  in  that  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  the  Office  as  a  result  of  its  reg¬ 
ulatory  responsibilities  revealed  no  evidence  that  the 
applicants’  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828  (c))  and  find  that  it  would  not 
have  a  significant  adverse  effect  on  competition  in  the 
relevant  market.  Accordingly,  the  application  is  ap¬ 
proved. 

April  28,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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SOUTH  BOSTON  BANK  &  TRUST  COMPANY, 

South  Boston,  Va.,  and  Virginia  National  Bank/South  Boston,  South  Boston,  Va. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

South  Boston  Bank  &  Trust  Company,  South  Boston,  Va.,  with . 

and  Virginia  National  Bank/South  Boston,  South  Boston,  Va.  (17327),  which  had . 

consolidated  June  11,  1982,  under  charter  of  the  latter  and  title  "First  National  Bank  of  South 

Boston."  The  consolidated  bank  at  date  of  consolidation  had . 

$52,123,000 

8,250,000 

52,123,000 

3 - 

0  - 

3 

COMPTROLLER'S  DECISION 

Virginia  National  Bank/South  Boston  is  being  organized 
by  Virginia  National  Bank,  Norfolk,  Va.,  as  part  of  a  plan 
whereby  Virginia  National  Bank  would  acquire  100  per¬ 
cent  of  the  outstanding  shares  of  South  Boston  Bank  & 
Trust  Company  for  the  purpose  of  facilitating  the  merger 
of  First  National  Bank  of  South  Boston  (formerly  South 
Boston  Bank  &  Trust  Company)  into  Virginia  National 
Bank.  The  consolidation  is  a  vehicle  to  facilitate  the 
merger  of  South  Boston  Bank  &  Trust  Company  into 
Virginia  National  Bank.  Consequently,  since  the  trans¬ 
action  merely  combines  a  non-operating  bank  with  an 
existing  commercial  bank,  it  presents  no  competitive 
issues  under  the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  both  pro¬ 
ponents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  consolidation,  the  resulting  bank 
will  be  in  the  position  to  draw  on  the  financial  and 
managerial  resources  of  its  new  corporate  parent.  This 
will  permit  it  to  more  effectively  serve  the  convenience 
and  needs  of  its  community. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicant’s  record  of  helping  to  meet  the  credit  needs  of 
the  entire  community,  including  low  and  moderate  in¬ 
come  neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  consolidation. 

May  11,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  South  Boston  Bank  &  Trust  Company  would  become 
a  subsidiary  of  Virginia  National  Bankshares,  Inc.,  a 
bank  holding  company.  The  instant  transaction  would 
merely  combine  an  existing  bank  with  a  non-operating 
institution;  as  such,  and  without  regard  to  the  acquisi¬ 
tion  of  the  surviving  bank  by  Virginia  National  Bank- 
shares,  Inc.,  it  would  have  no  effect  on  competition. 

* 


THE  BROAD  STREET  NATIONAL  BANK  OF  TRENTON, 

Trenton,  N.J.,  and  West  Windsor  State  Bank,  Princeton  Junction,  N.J. 


• - - - 

Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

West  Windsor  State  Bank,  Princeton  Junction,  N.J.,  with . 

was  purchased  June  11,  1982,  by  The  Broad  Street  National  Bank  of  Trenton,  Trenton,  N.J.  (3709), 

$  21,999,000 

164,330,000 

1  - 

8  - 

After  the  purchase,  the  receiving  bank  had . 

-  y 

COMPTROLLER’S  DECISION 

On  December  21,  1981,  an  application  was  filed  with 
the  OCC  for  prior  authorization  for  The  Broad  Street 
National  Bank  of  Trenton,  Trenton,  N.J  (Broad  Street),  to 
purchase  certain  of  the  assets  and  assume  certain  of 


'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time. 


the  liabilities  of  West  Windsor  State  Bank,  Princeton 
Junction,  N.J.  (West  Windsor).  The  application  is  based 
on  an  agreement  finalized  between  Broad  Street  and 
West  Windsor  on  October  29,  1981 
As  of  September  30,  1981,  Broad  Street,  an  indepen¬ 
dent  bank,  held  total  deposits  of  $128.7  million  in  its 
eight  offices,  located  in  or  near  Trenton,  in  south-central 
Mercer  County.  As  of  the  same  date,  West  Windsor,  also 
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an  independent  bank,  held  total  deposits  of  $18.2  mil¬ 
lion  in  its  single  office  in  Princeton  Junction,  West  Wind¬ 
sor  Township,  north  of  Trenton. 

The  relevant  geographic  market  for  this  proposal  is 
the  areas  of  West  Windsor,  Princeton,  Lawrence,  and 
Hamilton  townships  in  Mercer  County  and  Plainesboro 
and  Cranbury  Township  in  Middlesex  County  which  sur¬ 
rounds  its  single  office,  i.e.,  the  areas  from  which  West 
Windsor  derives  the  bulk  of  its  business  and  is,  there¬ 
fore,  considered  to  be  a  direct  competitor.  Broad  Street 
operates  no  offices  in  that  area;  the  closest  offices  of 
Broad  Street  and  West  Windsor  are  approximately  8 
miles  distant.  Broad  Street  derives  only  insignificant  de¬ 
posit  business  from  the  market  of  West  Windsor.  The 
market,  and  the  remainder  of  the  two  counties  surround¬ 
ing  it,  are  served  by  numerous  offices  of  competing 
financial  institutions,  including  commercial  banks,  sav¬ 
ings  banks,  and  savings  and  loan  associations,  which 
would  continue  to  provide  alternative  sources  of  finan¬ 
cial  services.  Consummation  of  this  proposal  will  not 
eliminate  any  existing  significant  direct  competition  be¬ 
tween  the  proponents  but  will  merely  allow  Broad  Street 
to  extend  its  operation  into  an  area  in  which  it  currently 
has  no  substantial  presence. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“  •  •  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 

*  * 


the  convenience  and  needs  of  the  community  to  be 
served  (12  USC  1828(c)(5)).  We  find  that  the  financial 
and  managerial  resources  of  Broad  Street  and  West 
Windsor  are  satisfactory;  their  future  prospects,  both 
separately  and  in  combination,  also  appear  favorable. 
The  consummation  of  this  proposal  is  expected  to  have 
a  positive  effect  on  the  convenience  and  needs  of  the 
relevant  market  to  be  served  by  the  resulting  institution. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
banks’  records  of  helping  to  meet  the  credit  needs  of 
their  entire  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1828(c))  and  find  that  its 
consummation  would  not  adversely  affect  competition 
in  the  relevant  market.  Accordingly,  the  application  is 
approved. 

May  11,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 


CITIBANK,  NATIONAL  ASSOCIATION, 

New  York,  N.Y.,  and  Banco  Regional,  Bayamon,  Puerto  Rico 


Names  of  banks  and  type  of  transaction 


Total 

assets* 


Banco  Regional,  Bayamon,  Puerto  Rico,  with .  $  21  440  000 

was  purchased  June  12,  1982,  by  Citibank,  National  Association,  New  York,  N  Y.  (1461),  which  had.  102,758,000,000 
After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 


In  To  be 
operation  operated 


1  - 

264  - 

-  265 


COMPTROLLER’S  DECISION 

On  June  12,  1982,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
Citibank,  National  Association,  New  York,  N.Y  (Assum¬ 
ing  Bank),  to  purchase  certain  assets  and  assume  cer¬ 
tain  liabilities  of  Banco  Regional,  Bayamon,  Puerto  Rico 
(Banco).  The  application  rests  upon  an  agreement,  in¬ 
corporated  herein  by  reference  the  same  as  if  fully  set 
forth,  negotiated  between  Assuming  Bank  and  the 
Federal  Deposit  Insurance  Corporation  (FDIC)  as  re¬ 
ceiver  of  Banco.  For  the  reasons  set  forth  below,  the 
application  is  hereby  approved  and  Assuming  Bank  is 
authorized  immediately  to  consummate  the  purchase 
and  assumption  transaction 

'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


On  June  12,  1982,  due  to  the  financial  condition  of 
Banco,  the  Secretary  of  the  Treasury  for  the  Common¬ 
wealth  of  Puerto  Rico  closed  Banco  and  appointed  the 
FDIC  receiver  of  Banco  on  the  same  date.  The  Comp¬ 
troller  has  now  been  asked  to  grant  his  written  approval 
of  the  proposed  agreement  negotiated  between  the 
FDIC  and  Assuming  Bank  by  which  the  latter  would 
purchase  certain  assets  and  assume  certain  liabilities, 
including  all  deposit  liabilities  of  Banco. 

^  Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed  to 
consider  the  financial  and  managerial  resources  and 
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future  prospects  of  the  existing  and  proposed  institu¬ 
tion,  and  the  convenience  and  needs  of  the  community 
to  be  served.  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  the  failure  of  a  bank,  the  Comp¬ 
troller  can  dispense  with  the  standards  applicable  to 
usual  acquisition  transactions  and  need  not  consider 
reports  on  the  competitive  effects  from  the  conse¬ 
quences  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies.  He 
is  authorized  in  such  circumstances  to  act  immediately 
in  his  sole  discretion  to  approve  such  a  transaction 
and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  Bank  Merger  Act  and  will 
prevent  a  disruption  to  the  community.  Assuming  Bank 
will  have  strong  financial  and  managerial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Bayamon  community.  Thus, 
the  approval  of  this  transaction  will  help  to  avert  a  loss 
of  public  confidence  in  the  banking  system,  and  will 
improve  the  services  offered  to  the  banking  public. 


The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  assume  cer¬ 
tain  liabilities  and  purchase  certain  assets  of  Banco,  as 
set  forth  in  the  agreement,  is  approved  The  Comptroller 
further  finds  that  the  failure  of  Banco  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  commu¬ 
nity;  and  the  Comptroller  thus  waives  publication  of 
notice,  dispenses  with  the  solicitation  of  competitive 
reports  from  other  agencies,  and  authorizes  the  trans¬ 
action  to  be  consummated  immediately. 

June  12,  1982 

Due  to  the  emergency  nature  of  the  situation,  no  At¬ 
torney  General’s  report  was  requested. 

*  * 


VIRGINIA  NATIONAL  BANK, 

Norfolk,  Va.,  and  First  National  Bank  of  South  Boston,  South  Boston,  Va. 


Names  of  banks  and  type  of  transaction 


First  National  Bank  of  South  Boston,  South  Boston,  Va.  (17327),  with .  $  52,123,000 

and  Virginia  National  Bank,  Norfolk,  Va.  (9885),  which  had .  3,150,525,000  181 

merged  June  14,  1982,  under  charter  and  title  of  latter.  The  merged  bank  at  date  of  merger  had.  . .  3,198.403,000  -  184 


Banking  offices 

Total  - - - 

assets  In  To  be 

operation  operated 


COMPTROLLER'S  DECISION 

On  December  22,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  First  National  Bank 
of  South  Boston,  South  Boston,  Va.  (FNBSB),  into  Vir¬ 
ginia  National  Bank,  Norfolk  (VNB).  The  application  is 
based  on  an  agreement  finalized  between  VNB  and 
FNBSB  on  October  14,  1981.  First  National  Bank  of 
South  Boston  will  be  the  bank  resulting  from  the  consol¬ 
idation  of  South  Boston  Bank  &  Trust  Company,  South 
Boston,  Virginia,  and  Virginia  National  Bank/South 
Boston,  South  Boston,  Virginia  (organizing),  an  interim 
national  bank  subsidiary  of  VNB,  created  to  technically 
facilitate  this  proposed  merger,  which  will  occur  imme¬ 
diately  following  that  consolidation. 

As  of  June  30,  1981,  VNB,  the  principal  subsidiary  of 
Virginia  National  Bancshares,  Inc.,  Norfolk,  Va. 
(Bancshares),  was  the  second  largest  commercial  bank 
in  Virginia,  holding  total  domestic  deposits  of  almost 
$2.25  billion  in  179  offices  throughout  the  state.  As  of 
the  same  date,  FNBSB,  an  independent  bank,  held  total 
deposits  of  almost  $48.4  million  in  three  offices,  two  in 
South  Boston  and  one  between  South  Boston  and  the 


town  of  Halifax  which  is  5  miles  north  of  South  Boston, 
all  in  Halifax  County  on  the  Virginia/North  Carolina 
border  in  southwestern  Virginia. 

The  relevant  geographic  market  for  this  proposal  is  all 
of  rural,  sparsely-populated,  Halifax  County,  including 
the  independent  City  of  South  Boston,  i.e.,  the  area  from 
which  FNBSB  derives  the  bulk  of  its  deposits,  is  directly 
represented,  and  is,  consequently,  an  actual,  direct 
competitor.  Because  of  the  economic,  political,  geo¬ 
graphic,  and  demographic  characteristics  of  Halifax 
County,  the  South  Boston/Halifax  section  of  the  county 
dominates  that  market.  The  county  is  served  by  only 
eight  offices  of  three  banks  -  the  three  offices  of  FNBSB 
and  five  offices  of  two  subsidiaries  of  major,  statewide 
bank  holding  companies;  FNBSB  is  the  largest  of  these 
three  banks,  controlling  approximately  44  percent  of 
market  commercial  bank  deposits.  Additionally,  two 
savings  and  loan  associations  each  operate  an  office  in 
the  market  Seven  of  the  eight  bank  offices  are  clustered 
in  or  near  the  South  Boston/Halifax  section,  as  are  the 
two  savings  and  loan  offices.  There  is  no  existing,  signif¬ 
icant  direct  competition  between  VNB  and  FNBSB; 
VNB’s  nearest  office  is  33  miles  west  of  any  FNBSB 
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office  in  Danville  in  the  center  of  Pittsylvania  County; 
VNB  derives  only  nominal  deposits  from  within  Halifax 
County;  FNBSB  derives  only  nominal  deposits  from  the 
market  of  VNB  (Danville).  VNB  is,  under  current  Virginia 
state  branching  statutes,  able  to  establish  de  novo 
offices  only  in  a  limited  portion  of  Halifax  County,  not 
including  the  county’s  population/commercial  center  in 
the  South  Boston/Halifax  area;  Bancshares  is  able  to 
establish  a  de  novo  bank  subsidiary  in  the  market. 
However,  neither  of  these  alternatives  is  considered  rea¬ 
sonable  from  a  business  viewpoint,  given  the  economic 
and  demographic  circumstances  of  this  market.  Conse¬ 
quently,  consummation  of  this  proposal  will  allow  VNB  to 
enter  a  new  market,  merely  replacing  an  existing  com¬ 
petitor  there  with  another,  financially  stronger  institution. 
As  such,  competition  in  the  market  is  expected  to  be 
affected  positively. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  (12  USC  1828(c)(5)).  The  financial  and  mana¬ 
gerial  resources  of  both  banks  are  considered  satisfac¬ 


tory.  After  the  consummation  of  the  proposed  merger, 
the  resulting  bank  will  be  able  to  draw  on  the  financial 
and  managerial  resources  of  its  parent,  Bancshares. 
Consequently,  the  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  effectively  further 
enhance  its  competitiveness  in  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
banks'  records  of  helping  to  meet  the  credit  needs  of 
their  entire  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1828(c))  and  find  that  it  does 
not  adversely  affect  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved. 

May  11,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 


THE  FIRST  NATIONAL  EXCHANGE  BANK  OF  VIRGINIA, 
Roanoke,  Va.,  and  Southwest  Virginia  National  Bank,  Bluefield,  Va. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets*  In  To  be 

operation  operated 


Southwest  Virginia  National  Bank,  Bluefield,  Va.  (15492),  with .  $  46,200,000  3  - 

and  The  First  National  Exchange  Bank  of  Virginia,  Roanoke,  Va.  (2737),  which  had .  1,403,642,000  35  - 

merged  June  17,  1982,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  38 


COMPTROLLER’S  DECISION 

On  January  1 3,  1 982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Southwest  Virginia  Na¬ 
tional  Bank,  Bluefield,  Va.  (Southwest),  into  the  First 
National  Exchange  Bank  of  Virginia,  Roanoke,  Va. 
(First).  The  application  is  based  on  an  agreement  final¬ 
ized  between  Southwest  and  First  on  September  14, 
1981. 

As  of  September  30,  1981,  First,  the  largest  of  the  1 3 
bank  subsidiaries  of  Dominion  Bankshares  Corporation, 
Roanoke,  Va.  (Dominion),  held  total  deposits  of  $1  bil¬ 
lion  and  operated  35  offices  in  western  Virginia.  As  of 
the  same  date,  Southwest  held  total  deposits  of  $40.6 
million  and  operated  its  main  office  and  one  branch  in 
Bluefield,  Virginia,  and  one  branch  in  Pocahontas,  a 
town  12  miles  north  of  Bluefield. 

'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  relevant  geographic  market  for  this  proposal  is 
the  portions  of  Tazewell  County,  Va.,  and  Mercer  County, 
W.  Va.,  including  Bluefield,  W.  Va.,  which  surround  the 
community  of  Bluefield,  Va.,  i.e.,  the  area  from  which 
Southwest  derives  the  bulk  of  its  deposits.  Southwest  is 
the  third  largest  of  seven  commercial  banks  operating 
in  that  market,  controlling  11.2  percent  of  the  market’s 
commercial  bank  deposits.  The  closest  office  of  a  sub¬ 
sidiary  of  Dominion  to  any  office  of  Southwest  is  a 
branch  of  First  in  Wytheville,  Wythe  County,  Va.,  which  is 
30  road  miles  to  the  southeast  and  is  separated  from 
Bluefield  by  two  mountain  ranges  and  Bland  County, 
Virginia.  First  also  has  an  office  in  Richlands,  Tazewell 
County,  Virginia,  which  is  over  30  miles  southwest  of 
Bluefield. 

Although  both  banks  operate  in  Tazewell  County, 
there  is  no  evidence  of  any  significant  direct  competi¬ 
tion.  First  derives  less  than  .1  percent  of  its  total  depos¬ 
its  from  areas  served  by  Southwest  and  Southwest  de- 
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rives  less  than  1  percent  of  its  total  deposits  from  areas 
served  by  First.  Also,  the  proposal  would  not  signifi¬ 
cantly  impact  the  competitive  balance  within  the  Com¬ 
monwealth  of  Virginia  as  Dominion's  share  of  Virginia’s 
commercial  bank  deposits  would  rise  only  .2  percent  to 
10.1  percent;  Dominion  would  continue  to  be  Virginia's 
third  largest  banking  organization. 

Due  to  Virginia  branching  law,  First  cannot  establish 
additional  branches  in  Tazewell  County;  however,  Do¬ 
minion  could  enter  the  Bluefield  area  via  a  de  novo 
charter.  Dominion  believes  this  alternative  is  unrealistic 
and  not  economically  practical.  Consummation  of  this 
merger  would  replace  one  competitor  in  the  relevant 
market,  with  another,  significantly  stronger  competitor, 
while  allowing  First  to  expand  into  an  area  where  it  is  not 
now  present  and  cannot  enter  directly.  As  such,  this 
proposal  should  have  a  positive  effect  on  competition 
within  the  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 

.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served  .  .  ."  (12  USC  1828(c)(5)).  The  financial  and 
managerial  resources  of  First  are  satisfactory;  however, 
because  of  financial  and  managerial  difficulties,  includ¬ 
ing  the  resignation  of  both  its  president  and  cashier, 
Southwest's  present  condition  is  less  than  satisfactory 

*  * 


and  its  future  prospects  as  an  independent  institution 
are  not  favorable.  After  consummation  of  the  proposal, 
the  resulting  bank  will  be  able  to  draw  on  the  financial 
and  managerial  resources  of  Dominion,  its  parent  Con¬ 
sequently,  the  future  prospects  of  the  resulting  bank 
appear  favorable,  as  are  the  expected  effects  of  the 
proposed  merger  on  the  convenience  and  needs  of  the 
community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
banks’  records  of  helping  to  meet  the  credit  needs  of 
their  communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  as  well  as  reports  received  from  the  Federal 
Reserve  Bank  of  Richmond  and  the  Department  of  Jus¬ 
tice.  We  conclude  that  the  proposed  merger  will  not 
violate  the  Bank  Merger  Act  and  will  be  in  the  public 
interest.  Accordingly,  the  application  is  approved. 

April  28,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


MERCHANTS  NATIONAL  BANK,  VICKSBURG,  MISSISSIPPI, 

Vicksburg,  Miss.,  and  One  Branch  of  Great  Southern  National  Bank,  Jackson,  Miss. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets*  In  To  be 

operation  operated 


One  Branch  of  Great  Southern  National  Bank,  Jackson,  Miss.  (17038),  with .  $187,817,000  1  - 

was  purchased  June  21,  1982,  by  Merchants  National  Bank,  Vicksburg,  Mississippi,  Vicksburg,  Miss. 

(3430),  which  had .  108,294,000  5 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  6 


COMPTROLLER’S  DECISION 

On  February  17,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  for  Merchants  National 
Bank,  Vicksburg,  Mississippi,  Vicksburg,  Miss.  (Mer¬ 
chants),  to  purchase  the  assets  and  assume  the  lia¬ 
bilities  of  the  “Bank  of  Utica"  Office  (the  subject  office) 
of  Great  Southern  National  Bank,  Jackson,  Miss.  (Great 
Southern).  The  application  is  based  on  an  agreement 
finalized  between  Merchants  and  Great  Southern  on 
January  18,  1982. 

As  of  December  31,  1982,  Merchants,  which  is  cur¬ 
rently  an  independent  bank  but  is  in  process  of  re¬ 


*  Asset  figures  are  of  whole  bank  as  of  March  31,  1982,  report  of 
condition.  Information  as  of  date  of  consummation  was  not  available  at 
press  time 


organizing  into  a  one-bank  holding  company  structure, 
held  total  deposits  of  approximately  $96.9  million  in  its 
five  offices,  four  of  which  are  located  in  and  around 
Vicksburg  in  Warren  County,  with  the  fifth  located  in 
Sharkey  County  north  of  Vicksburg.  As  of  the  same 
date,  the  subject  office,  located  in  Utica  in  Hinds 
County  to  the  southeast  of  Vicksburg  and  the  southwest 
of  Jackson,  held  total  deposits  of  $11.4  million. 

The  relevant  geographic  market  for  this  proposal  is 
the  area  in  and  immediately  adjacent  to  Utica,  i.e.,  the 
area  from  which  the  subject  office  derives  the  bulk  of  its 
business  and,  consequently,  the  area  in  which  it  is  con¬ 
sidered  to  be  a  direct  competitor.  The  subject  office  is 
the  only  financial  institution  operating  anywhere  in  that 
market;  the  nearest  office  of  Merchants  to  the  subject 
office  is  approximately  25  miles  northwest  Competitive 
business  overlap  between  Merchants  and  the  subject 
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office  is  nominal,  as  Merchants  derives  only  insignifi¬ 
cant  business  from  the  market  of  the  subject  office;  the 
subject  office's  limited  geographic  market  precludes 
any  measurable  business  being  derived  from  the  mar¬ 
ket  primarily  served  by  Merchants.  Consequently,  con¬ 
summation  of  this  proposal  would  merely  replace  Great 
Southern  with  Merchants  in  the  market  served  by  the 
subject  office,  allowing  Merchants  to  extend  its  opera¬ 
tions  into  an  area  in  which  it  is  not  currently  a  direct 
competitor. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  (12  USC  1828(c)(5)).  The  financial  and  mana¬ 
gerial  resources  and  future  prospects  of  both  banks  are 
considered  satisfactory.  The  future  prospects  of  the  re¬ 
sulting  bank  appear  favorable,  as  does  its  ability  to 
effectively  further  enhance  its  competitiveness  in  the 
market. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
Merchants’  record  of  helping  to  meet  the  credit  needs  of 
its  entire  community,  including  low  and  moderate  in¬ 
come  neighborhoods,  is  less  than  satisfactory. 

We  have  carefully  considered  this  application  pur¬ 
suant  to  the  Bank  Merger  Act  and  conclude  that  its 
consummation  will  not  adversely  affect  competition  in 
the  relevant  market.  Consequently,  the  application  is 
approved. 

May  14,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


*  *  * 


PEOPLES  NATIONAL  BANK  OF  WASHINGTON, 

Seattle,  Wash.,  and  Jefferson  National  Bank,  Port  Townsend,  Wash. 


Total 
assets * 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Jefferson  National  Bank,  Port  Townsend,  Wash.  (16423),  with . 

was  purchased  June  24,  1982,  by  Peoples  National  Bank  of  Washington,  Seattle,  Wash.  (14394), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 

$  19,510,000 

1,712,533,000 

3 

88 

91 

COMPTROLLER'S  DECISION 

An  application  was  filed  on  March  18,  1982,  with  the 
OCC,  pursuant  to  the  Bank  Merger  Act,  (12  USC 
1828(c)),  by  Peoples  National  Bank  of  Washington,  Se¬ 
attle,  Wash.  (PNB),  to  purchase  the  assets  and  assume 
the  liabilities  of  Jefferson  National  Bank,  Port  Townsend, 
Wash.  (JNB).  The  application  is  based  on  a  written 
agreement  executed  by  the  banks  on  February  18, 
1982. 

PNB,  established  in  1889  with  its  headquarters  in 
Seattle,  Wash.,  is  the  fourth  largest  bank  in  Washington, 
with  deposits  of  $1.3  billion  as  of  December  31,  1981. 
PNB  operates  88  branches  throughout  Washington  and 
is  prohibited,  at  least  until  June  30,  1985,  from  branch¬ 
ing  de  novo  into  the  Jefferson  County  area. 

JNB,  established  in  1975  with  its  headquarters  in  Port 
Townsend,  Washington,  had  deposits  of  $1 7.4  million  as 
of  December  31,  1981,  and  operated  three  offices,  all 
located  in  Jefferson  County. 

'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


PNB  and  JNB  do  not  compete  directly.  Consequently, 
consummation  of  this  proposal  will  have  no  significant 
effect  on  existing  competition  in  the  relevant  market.  The 
relevant  geographic  market  is  described  as  the  north¬ 
eastern  and  eastern  parts  of  Jefferson  County,  located 
on  the  Olympic  Peninsula.  JNB’s  three  offices  are  lo¬ 
cated  in  Port  Townsend,  Hadlock,  and  Quilcene,  all 
within  this  region.  PNB  has  no  branches  in  this  market. 
Its  nearest  branch  is  in  Sequim,  Clallam  County,  16  miles 
west  of  JNB’s  Hadlock  branch.  Competition  in  the  rele¬ 
vant  market  is  provided  by  three  branches  of  Seattle 
First  National  Bank  (SFNB),  two  savings  and  loan  asso¬ 
ciations,  and  two  credit  unions.  As  of  June,  1981, 
SFNB  controlled  72.6  percent  of  the  commercial  bank 
deposits  in  the  market  and  JNB,  the  only  other  commer¬ 
cial  bank,  controlled  the  remaining  27.4  percent.  SFNB 
controlled  50.1  percent  of  the  total  deposits  in  the  mar¬ 
ket  and  JNB  controlled  18.9  percent,  with  a  total  of 
$16.8  million,  slightly  larger  than  the  $15.5  million  of  the 
Port  Angeles  Savings  and  Loan  Association.  Conse¬ 
quently,  consummation  of  this  proposal  will  merely  re¬ 
place  one  competitor  in  the  market  with  another,  signifi¬ 
cantly  stronger  competitor,  and  allow  PNB  to  enter  a 
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market  where  it  does  not  directly  compete.  As  such,  the 
acquisition  will  have  a  positive  effect  on  competition. 
The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.’’  The  financial  and  managerial  resources  of  both 
PNB  and  JNB  are  satisfactory  and  the  future  prospects 
of  the  combined  entity  are  good.  The  acquisition  will 
offer  JNB's  customers  the  convenience  of  a  statewide 
branch  system  and  the  largest  ATM  system  in  the  Wash¬ 
ington/Oregon  Region.  JNB’s  three  Jefferson  County 
branches  and  PNB’s  three  Clallam  County  branches  will 
provide  customers  of  both  banks  with  greater  banking 
convenience  on  the  Olympic  Peninsula. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its  bank 
regulatory  responsibilities,  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicant  to  proceed  with 
the  proposed  purchase  of  assets  and  assumption  of 
liabilities. 

May  25,  1982 

The  Attorney  General’s  report  was  not  received. 


UNITED  JERSEY  BANK/CUMBERLAND  NATIONAL, 

Bridgeton,  N.J.,  and  One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N.J. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets*  /n  To  be 

operation  operated 


One  Branch  of  The  Bank  of  New  Jersey,  Camden,  N.J.,  with .  $552,894,000  1  - 

was  purchased  June  28,  1982,  by  United  Jersey  Bank  Cumberland  National.  Bridgeton,  N.J.  (1346), 

which  had .  108,087,000  8 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  9 


COMPTROLLER’S  DECISION 

On  December  18,  1981,  application  was  made  to  the 
OCC  for  prior  authorization  for  United  Jersey  Bank/ 
Cumberland  National,  Bridgeton,  Cumberland  County, 
N.J.  (UJB/Cumberland),  to  purchase  certain  of  the  as¬ 
sets  and  assume  certain  of  the  liabilities  of  the  Port 
Norris  Branch  of  The  Bank  of  New  Jersey,  Camden, 
Camden  County,  N.J.  (BNJ).  The  application  is  based 
on  an  agreement  finalized  between  UJB/Cumberland 
and  BNJ  on  October  16,  1981. 

As  of  December  31 ,  1981 ,  the  purchasing  bank,  UJB/ 
Cumberland,  held  total  assets  and  deposits  of  $107 
million  and  $91  million,  respectively,  ranking  seventh  in 
size  of  the  eight  banks  owned  by  United  Jersey  Banks, 
a  multibank  holding  company.  As  of  December  30, 

1980,  the  holding  company  held  total  assets  and  total 
deposits  of  $2.6  billion  and  $2.1  billion,  respectively, 
ranking  as  the  fourth  largest  statewide.  As  of  June  30. 

1981,  the  Port  Norris  Branch  of  selling  bank,  BNJ,  held 
$4.2  million  in  deposits. 

The  relevant  geographic  market  for  this  proposal  is 
Cumberland  County.  The  target  branch,  the  only  bank¬ 
ing  office  in  Port  Norris,  serves  primarily  the  rural 
southern  Delaware  Bay  portion  of  Cumberland  County. 
UJB/Cumberland,  which  operates  seven  branches,  is 
not  heavily  represented  in  the  southern  portion  of  the 


'Asset  figures  are  from  the  March  31,  1982,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


county.  UJB/Cumberland’s  nearest  branch  is  12  miles 
from  the  Port  Norris  Office.  The  proposal  represents  a 
natural  market  extension  for  UJB/Cumberland. 

As  of  June  30,  1980,  there  were  43  offices  of  10 
commercial  banks,  with  deposits  totaling  $443  million, 
operating  in  Cumberland  County.  With  20.0  percent  de¬ 
posit  marekt  share,  UJB/Cumberland  ranks  second  be¬ 
hind  First  Peoples  Bank  of  New  Jersey  with  22.4  per¬ 
cent.  With  the  assumption  of  the  Port  Norris  Branch 
deposits,  UJB/Cumberland  would  remain  second  with 
21.0  percent  of  the  market's  deposits.  Since  this  is  the 
only  banking  office  in  Port  Norris,  the  proposed  acquisi¬ 
tion  by  UJB/Cumberland  would  merely  replace  one 
bank  with  another,  and  provide  for  continued  full  service 
banking  to  the  public.  Absent  this  sale,  it  is  possible 
that  the  subject  branch  would  be  closed.  UJB/Cumber¬ 
land  proposes  to  provide  additional  services,  such  as 
telephone  bill-paying,  if  the  proposal  is  consummated. 
Considering  the  fact  that  a  commercial  banking  facility 
would  remain  and  that  there  would  be  virtually  no 
change  in  the  competitive  ranking  of  the  banks  serving 
the  market,  the  transaction  will  have  a  beneficial  effect 
on  the  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.’’  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory.  After  the  consumma¬ 
tion  of  the  proposed  transaction,  the  resulting  bank  will 
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be  able  to  draw  on  the  financial  and  managerial  re¬ 
sources  of  its  parent,  United  Jersey  Banks.  Conse¬ 
quently,  the  future  prospects  of  the  resulting  bank  ap¬ 
pear  favorable,  as  does  its  ability  to  effectively  further 
enhance  its  competitiveness  within  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicants'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 


This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act  for  the  applicants  to  proceed  with  the  pro¬ 
posed  transaction. 

May  21,  1982 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 


SHELARD  NATIONAL  BANK, 

St.  Louis  Park,  Minn.,  and  First  National  Bank  of  Minnetonka,  Minnetonka,  Minn. 


Names  of  banks  and  type  of  transaction 

Total 
assets * 

Banking  offices 

In 

operation 

To  be 
operated 

First  National  Bank  of  Minnetonka,  Minnetonka,  Minn.  (16308),  with . 

and  Shelard  National  Bank,  St.  Louis  Park,  Minn.  (16128),  which  had . 

merged  June  29,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

$14,651,000 

29,578,000 

1 

2 

3 

COMPTROLLER’S  DECISION 

On  March  3,  1 982,  application  was  made  to  the  OCC  for 
prior  authorization  to  merge  First  National  Bank  of  Min¬ 
netonka,  Minnetonka,  Minn.  (First),  into  Shelard  National 
Bank,  St.  Louis  Park,  Minn.  (Shelard).  The  application  is 
based  on  an  agreement  finalized  between  the  propo¬ 
nents  on  January  27,  1982. 

As  of  December  31 ,  1981,  Shelard  held  total  deposits 
of  $28.3  million  and  First  held  deposits  of  $12.2  million. 
Both  Shelard  and  First  are  independent  unit  banks. 

The  relevant  geographic  market  for  this  proposal  is  a 
group  of  western  Minneapolis  suburban  communities, 
including  Golden  Valley,  Hopkins,  Minnetonka,  Plym¬ 
outh,  St.  Louis  Park  and  Wayzata,  where  both  First  and 
Shelard  derive  the  bulk  of  their  deposits.  There  are  14 
commercial  banks  operating  in  this  market,  including 
subsidiary  banks  of  the  State's  two  largest  banking  or¬ 
ganizations.  Shelard  is  the  ninth  largest  commercial 
bank  in  the  market  with  a  4.4  percent  share  of  commer¬ 
cial  bank  deposits  and  First  is  the  1 1  th  largest  with  a  2.4 
percent  share.  The  resulting  bank  would  be  the  sixth 
largest  commercial  bank  with  a  6.8  percent  market 
share.  Although  consummation  of  this  proposal  would 
reduce  the  number  of  competitors  in  the  market  by  one, 
banking  alternatives  would  still  remain  in  this  competi¬ 
tive  and  deconcentrated  market.  Under  these  condi- 


*  Asset  figures  are  from  the  March  31,  1982,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


tions  and  in  light  of  the  market  share  data,  this  Office 
finds  that  the  proposed  merger  would  not  have  an  ad¬ 
verse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
".  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served."  The  financial  and  managerial  resources  of  both 
banks  are  considered  satisfactory.  The  future  prospects 
of  the  proponents,  individually  and  combined,  are  con¬ 
sidered  favorable,  although  the  larger  resulting  bank 
can  be  expected  to  provide  more  viable  competition  in 
its  market. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory  re¬ 
sponsibilities  reveals  no  evidence  that  the  banks'  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  considered  this  application  pursuant  to  the 
Bank  Merger  Act  (12  USC  1828(c))  and  find  that  it  will 
not  have  a  significant  effect  on  competition  in  the  rele¬ 
vant  market.  Accordingly,  the  application  is  approved. 
May  27,  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

*  * 
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FIRST  NATIONAL  BANK  OF  JEFFERSON  PARISH, 

Gretna,  La.,  and  Continental  Bank,  Harvey,  La.,  and  New  First  National  Bank  of  Jefferson  Parish,  Gretna,  La. 


Names  of  banks  and  type  of  transaction 


First  National  Bank  of  Jefferson  Parish,  Gretna,  La.  (13732),  with .  $335,529,000  10 

and  Continental  Bank,  Harvey,  Louisiana,  with .  86,749,000  2 

and  New  First  National  Bank  of  Jefferson  Parish,  Gretna,  La.  (13732),  which  had .  200,000  0 

merged  June  30,  1982,  under  charter  of  the  latter  and  with  the  title  “First  National  Bank  of  Jefferson 

Parish.”  The  merged  bank  at  date  of  merger  had .  418,523,000  -  12 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


COMPTROLLER’S  DECISION 

On  March  10,  1982,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  First  National  Bank  of 
Jefferson  Parish,  Gretna,  La.  (First),  and  Continental 
Bank,  Harvey,  La.  (Continental),  into  New  First  National 
Bank  of  Jefferson  Parish,  Gretna,  La.  (New  First).  New 
First,  an  interim  national  bank,  is  being  organized  by 
First  Continental  Bancshares,  Inc.  (Bancshares),  a 
bank  holding  company.  The  merger  of  First  and  Conti¬ 
nental  into  New  First  is  part  of  a  process  whereby 
Bancshares  will  acquire  100  percent,  less  directors’ 
qualifying  shares,  of  First  and  Continental.  The  appli¬ 
cation  is  based  upon  an  agreement  between  First, 
Continental  and  New  First  finalized  on  January  21, 
1982. 

As  of  December  31,  1981,  First,  an  independent 
bank,  had  total  deposits  of  $231 ,730,000,  and  operated 
nine  offices,  all  in  Jefferson  Parish,  Louisiana.  As  of  the 
same  date,  Continental,  also  an  independent  bank,  had 
total  deposits  of  $72,490,000  and  operated  three  offices 
all  in  Jefferson  Parish,  La.  Bancshares  is  a  newly-estab¬ 
lished  company,  organized  to  hold  the  national  bank 
resulting  from  the  proposed  transaction. 

The  relevant  geographic  market  for  this  proposal  is 
the  area  encompassing  Jefferson,  Orleans  and 
Plaquemines  parishes.  This  is  the  area  from  which  both 
First  and  Continental  derive  the  bulk  of  their  deposits 
and  compete  directly.  There  are  25  commercial  banks 
operating  151  offices  in  the  relevant  market.  First  is  the 
seventh  largest  bank  with  4.0  percent  of  the  market 
deposits  and  Continental  is  the  11th  largest  with  1.2 
percent.  The  bank  resulting  from  the  consummation  of 
the  proposed  merger  will  hold  5.2  percent  of  market 
deposits  and  rank  as  the  sixth  largest  bank. 

The  relevant  market  is  not  highly  concentrated  and 
increased  competition  in  recent  years  has  resulted  in  a 
less  concentrated  market.  The  five  banks  larger  than 
First  held  72.1  percent  of  market  deposits  in  1981.  This 
was  down  from  77.6  percent  in  1976.  During  the  same 
period,  all  but  three  of  the  other  20  banks  in  the  market 
maintained  or  increased  their  deposit  share.  Of  the  three 
banks  that  lost  market  share,  First  had  the  most  signifi¬ 
cant  decline  from  5.3  percent  in  1976  to  4.0  percent  in 
1981 .  This  represents  a  25  percent  decrease  in  depos¬ 
its,  primarily  attributed  to  prolonged  adverse  publicity 


regarding  First’s  two  principal  shareholders.  Conse¬ 
quently,  First  has  not  been  an  effective  competitor  in 
recent  years. 

While  consummation  of  the  proposed  merger  will 
eliminate  one  competitor  from  the  relevant  market,  the 
impact  on  competition  will  be  insignificant.  Continental 
currently  has  only  a  nominal  share  of  market  deposits. 
First  is  not  a  major  competitor  and  its  market  share  has 
been  eroding  over  the  last  5  years.  A  large  number  of 
banking  alternatives  will  remain  after  consummation  of 
the  proposed  merger.  Therefore,  this  Office  believes  that 
the  proposal  will  not  substantially  lessen  competition  in 
the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  (12  USC  1828(c)(5)).  The  financial  and  mana¬ 
gerial  resources  of  both  First  and  Continental  are  satis¬ 
factory.  However,  the  ability  of  First  to  compete  effec¬ 
tively  is  impaired  due  to  the  widespread  negative 
publicity  surrounding  its  major  shareholders.  The  pro¬ 
posed  change  in  ownership  and  identity  of  First  should 
enhance  its  future  prospects.  The  resulting  bank  will  be 
stronger  and  better  positioned  to  compete  in  the  market 
than  either  First  or  Continental  individually.  Therefore,  it 
is  expected  that  the  convenience  and  needs  of  the 
community  in  the  relevant  market  will  be  better  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  the  Office  as  a  result  of  its  reg¬ 
ulatory  responsibilities  revealed  no  evidence  that  the 
applicants’  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate  in¬ 
come  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  (12  USC  1828(c))  and  find  that  it  would  not 
have  a  significant  adverse  effect  on  competition  in  the 
relevant  market.  Accordingly,  the  application  is  ap¬ 
proved. 

May  28.  1982 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 
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FLAGSHIP  BANK  OF  WEST  PALM  BEACH, 

West  Palm  Beach,  Fla.,  and  Flagship  First  National  Bank  of  Boynton  Beach,  Boynton  Beach,  Fla.,  and  Flagship 
National  Bank  of  Palm  Beach  County,  Delray  Beach,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


Flagship  National  Bank  of  Palm  Beach  County,  Delray  Beach,  Fla.  (16749),  with .  $  11,120,837  1  - 

and  Flagship  Bank  of  West  Palm  Beach,  West  Palm  Beach,  Fla.,  with .  75,938,161  5  - 

and  Flagship  First  National  Bank  of  Boynton  Beach,  Boynton  Beach,  Fla.  (15438),  which  had .  56,012,977  2  - 

merged  June  30,  1982,  under  charter  of  the  latter  and  with  the  title  "Flagship  National  Bank  of  Palm 

Beach  County,”  with  headquarters  in  West  Palm  Beach.  The  merged  bank  at  date  of  merger  had. . .  143,071,975  -  8 


COMPTROLLER'S  DECISION 

Flagship  National  Bank  of  Palm  Beach  County,  Flagship 
National  Bank  of  West  Palm  Beach,  and  Flagship  First 
National  Bank  of  Boynton  Beach  are  majority-owned 
and  controlled  by  Flagship  Banks,  Inc.,  Miami,  Fla.,  a 
registered  bank  holding  company.  This  proposed  mer¬ 
ger  is  a  corporate  reorganization  which  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed  in¬ 
stitutions  and  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  has  disclosed  no  reason  why  this 
application  should  not  be  approved. 

The  record  of  this  application  and  other  information 

*  * 


available  to  this  Office  as  a  result  of  its  regulatory  re¬ 
sponsibilities  reveals  no  evidence  that  the  banks’  re¬ 
cords  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

This  is  prior  written  approval  required  by  the  Bank 
Merger  Act,  (12  USC  1828(c)),  for  the  applicants  to 
proceed  with  the  merger. 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  be  not  significantly  adverse  to  com¬ 
petition. 

* 
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II.  Mergers  consummated  involving  a  single  operating  bank. 

Because  of  space  limitations,  the  Quarterly  Journal  will  no  longer  carry  the  Comptroller’s  Decision  or  the  Summary  of 
Report  by  Attorney  General  for  transactions  involving  a  single  operating  bank  if  the  standard  text  below  is  used 


COMPTROLLER’S  DECISION 

*  *  *  Bank  is  being  organized  by  *  *  *,  a  bank  holding 
company.  The  merger  of  *  *  *  Bank  into  *  *  *  (organiz¬ 
ing)  Bank  is  a  part  of  a  process  whereby  *  *  *  (holding 
company),  will  acquire  100  percent  (less  directors’ 
qualifying  shares)  of  *  *  *  Bank.  The  merger  is  a  vehicle 
for  a  bank  holding  company  acquisition  and  combines 
a  non-operating  bank  with  an  existing  commercial 
bank.  As  such,  it  presents  no  competitive  issues  under 
the  Bank  Merger  Act,  12  USC  1828(c). 

The  financial  and  managerial  resources  of  both  pro¬ 
ponents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent.  This  will  permit  it 
to  more  effectively  serve  the  convenience  and  needs  of 
its  community. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that  the 
applicant's  record  of  helping  to  meet  the  credit  needs  of 
the  entire  community,  including  low  and  moderate  in¬ 
come  neighborhoods,  is  less  than  satisfactory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  *  *  *  Bank  would  become  a  subsidiary  of  *  *  *,  a 
bank  holding  company.  The  instant  transaction  would 
merely  combine  an  existing  bank  with  a  non-operating 
institution;  as  such,  and  without  regard  to  the  acquisi¬ 
tion  of  the  surviving  bank  by  *  *  *  (holding  company),  it 
would  have  no  effect  on  competition. 

* 


FIRST  GRANITE  CITY  NATIONAL  BANK, 

Granite  City,  III.,  and  Edison  Avenue  National  Bank,  Granite  City,  III. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

First  Granite  City  National  Bank,  Granite  City,  III.  (6564),  with . 

and  Edison  Avenue  National  Bank,  Granite  City,  III.  (6564),  which  had . 

merged  March  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Granite  Bancorporation,  Inc.,  Granite  City,  III. 

$113,342,000 

120,000 

113,462,000 

2  - 

0  - 

2 

%  *  * 


GRANITE  STATE  NATIONAL  BANK, 

Somersworth,  N.H.,  and  Granite  State  Bank,  National  Association,  Somersworth,  N.H. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Granite  State  National  Bank,  Somersworth,  N.H  (1180),  with . 

and  Granite  State  Bank,  National  Association,  Somersworth,  N.H.  (1180),  which  had . 

merged  March  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

$24,965,000 

500,000 

25,465.000 

3 

0  - 

-  3 

The  resulting  bank  is  a  subsidiary  of  First  Bancorp  of  N.H.,  Inc.,  Manchester,  N.H 

*  *  * 
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THE  BROADWAY  NATIONAL  BANK  OF  BAYONNE, 

Bayonne,  N.J.,  and  First  National  State  Bank — Hudson,  Bayonne,  N.J. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


The  Broadway  National  Bank  of  Bayonne,  Bayonne,  N.J.  (12990),  with .  $24,504,000  1  - 

and  First  National  State  Bank — Hudson,  Bayonne,  N.J.  (12990),  which  had .  240,000  0  - 

merged  March  31,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  24,504,000  -  1 

The  resulting  bank  is  a  subsidiary  of  First  National  State  Bancorporation,  Newark,  N.J. 


*  *  * 


FIRST  INTERSTATE  BANK  OF  ENGLEWOOD,  NATIONAL  ASSOCIATION, 

Englewood,  Colo.,  and  New  First  Interstate  Bank  of  Englewood,  National  Association,  Englewood,  Colo. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


First  Interstate  Bank  of  Englewood,  National  Association,  Englewood,  Colo.  (15617),  with .  $115,126,625 

and  New  First  Interstate  Bank  of  Englewood,  National  Association,  Englewood,  Colo.  (15617),  which 

had .  240,000 

consolidated  April  1,  1982,  under  charter  and  title  of  the  former  bank.  The  consolidated  bank  at  date 

of  consolidation  had .  115,366,625 

The  resulting  bank  is  a  subsidiary  of  First  Interstate  Bancorp,  Los  Angeles,  Calif. 


2 

0 


2 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  ANGLETON, 

Angleton,  Tex.,  and  Allied  First  National  Bank,  Angleton,  Tex. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


The  First  National  Bank  of  Angleton,  Angleton,  Tex.  (14204),  with .  $52,594,000  1  - 

and  Allied  First  National  Bank,  Angleton,  Tex.  (14204),  which  had .  120,000  0  - 

merged  April  1,  1982,  under  charter  of  the  latter  and  title  of  Allied  First  National  Bank.”  The  merged 

bank  at  date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  Allied  Bancshares,  Inc.,  Houston,  Tex. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 .  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time 


*  *  * 


80 


FIRST  NATIONAL  BANK  OF  SOCORRO, 

Socorro,  N.M.,  and  New  National  Bank  of  Socorro,  Socorro,  N.M. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  National  Bank  of  Socorro.  Socorro,  N.M.  (16640),  with . 

and  New  National  Bank  of  Socorro,  Socorro,  N.M.  (16640),  which  had . 

merged  April  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . 

$19,716,000 

120,000 

O 

0 

2 

The  resulting  bank  is  a  subsidiary  of  Bank  Securities,  Inc.,  Albuquerque,  N.M. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 .  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time 

*  *  * 

THE  FIRST  NATIONAL  BANK  OF  GIDDINGS, 

Giddings,  Tex.,  and  Allied  First  National  Bank,  Giddings,  Tex. 

Names  of  banks  and  type  of  transaction 

Total 

assets* 

Banking  offices 

In 

operation 

To  be 
operated 

The  First  National  Bank  of  Giddings,  Giddings,  Tex.  (4410),  with . 

and  Allied  First  National  Bank,  Giddings,  Tex.  (4410),  which  had . 

merged  April  1,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had. . 
The  resulting  bank  is  a  subsidiary  of  Allied  Bancshares,  Inc.,  Houston,  Tex. 

$72,963,000 

120,000 

1 

0 

1 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time 

*  *  * 

THE  SECOND  NATIONAL  BANK  OF  RICHMOND, 

Richmond,  Ind.,  and  The  Wayne  County  National  Bank,  Richmond,  Ind. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  Second  National  Bank  of  Richmond,  Richmond,  Ind.  (1988),  with . 

and  The  Wayne  County  National  Bank,  Richmond,  Ind.  (1988),  which  had . 

merged  April  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . 

$219,409,755 

120,000 

219,409,755 

11  - 

0  - 

1 1 

The  resulting  bank  is  a  subsidiary  of  Second  National  Corporation,  Richmond,  Ind. 


*  *  * 
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THE  WOMEN'S  NATIONAL  BANK, 

Washington,  D  C.,  and  WNB  National  Bank,  Washington,  D.C. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

The  Women’s  National  Bank,  Washington,  D  C.  (16720),  with . 

and  WNB  National  Bank,  Washington,  D  C.  (16720),  which  had . 

merged  April  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  WNB  Corporation,  Washington,  D.C. 

$17,731,376 

240,000 

17,971,376 

1  - 

0  - 

1 

*  *  * 

THE  FIRST  NATIONAL  BANK  OF  BONHAM, 

Bonham,  Tex.,  and  New  First  National  Bank  of  Bonham,  Bonham,  Tex. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  First  National  Bank  of  Bonham,  Bonham,  Tex.  (3094),  with . 

and  New  First  National  Bank  of  Bonham,  Bonham,  Tex.  (3094),  which  had . 

consolidated  April  2,  1982,  under  charter  and  title  of  the  former.  The  consolidated  bank  at  date  of 

consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  First  Bancshares  of  Texas,  Inc.,  Longview,  Tex. 

$36,546,000 

120,000 

36,546,000 

1 

0 

1 

*  *  * 

THE  FIRST  NATIONAL  BANK  OF  CLAUDE, 

Claude,  Tex.,  and  New  First  National  Bank  of  Claude,  Claude,  Tex. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  First  National  Bank  of  Claude,  Claude,  Tex.  (7123),  with . 

and  New  First  National  Bank  of  Claude,  Claude,  Tex.  (7123),  which  had . 

merged  April  2,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 
merger  had . 

$11,715,000 

120,000 

11,715,000 

1  - 

0  - 

1 

The  resulting  bank  is  a  subsidiary  of  First  Bancshares  of  Texas,  Inc.,  Longview,  Tex. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  ITASCA, 

Itasca,  Tex.,  and  New  First  National  Bank,  Itasca,  Tex. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  First  National  Bank  of  Itasca,  Itasca,  Tex.  (4461),  with . 

and  New  First  National  Bank,  Itasca,  Tex.  (4461),  which  had . 

consolidated  April  2,  1982,  under  charter  and  title  of  the  former.  The  consolidated  bank  at  date  of 

consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  First  Bancshares  of  Texas,  Inc.,  Longview,  Tex. 

$14,890,000 

120,000 

14,890,000 

1 

0 

1 

*  *  * 
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FIRST  NATIONAL  BANK  NORTHWEST  OHIO, 

Bryan,  Ohio,  and  Second  National  Bank  Northwest  Ohio,  Bryan,  Ohio 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

First  National  Bank  Northwest  Ohio,  Bryan,  Ohio  (13899),  with.  .  . 

and  Second  National  Bank  Northwest  Ohio,  Bryan,  Ohio  (13899),  which  had . 

merged  April  3,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Tri-State  Financial  Bancorp.,  Bryan,  Ohio. 

$95,801,325 

120,000 

95,801,325 

8  - 

0  - 

8 

*  *  * 


THE  MERCANTILE  NATIONAL  BANK  OF  CORPUS  CHRISTI, 

Corpus  Christi,  Tex.,  and  Mercantile  Bank,  National  Association,  Corpus  Christi,  Tex. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


The  Mercantile  National  Bank  of  Corpus  Christi,  Corpus  Christi,  Tex.  (14743),  with .  $70,594,833  1  - 

and  Mercantile  Bank,  National  Association,  Corpus  Christi,  Tex.  (14743),  which  had .  242,170  0  - 

merged  April  13,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  70.837,003  -  1 

The  resulting  bank  is  a  subsidiary  of  Southwest  Bancshares,  Inc.,  Houston,  Tex. 


*  *  * 


FIRST  NATIONAL  BANK  OF  WHEELING, 

Wheeling,  III.,  and  FNW  National  Bank,  Wheeling,  III. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


First  National  Bank  of  Wheeling,  Wheeling,  III.  (16715),  with .  $19,065,439  1  - 

and  FNW  National  Bank,  Wheeling,  III.  (16715),  which  had .  500,000  0  - 

merged  April  16,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  19,065,439  -  1 

The  resulting  bank  is  a  subsidiary  of  Madison  Financial  Corporation,  Chicago,  III. 


*  *  * 


MADISON  NATIONAL  BANK  OF  NILES, 
Niles,  III.,  and  MNN  National  Bank,  Niles,  III. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Madison  National  Bank  of  Niles,  Niles,  III.  (16588),  with . 

and  MNN  National  Bank,  Niles,  III.  (16588),  which  had . 

merged  April  16,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Madison  Financial  Corporation,  Chicago,  III. 

$11,759,174 

300,000 

11,759,174 

1  - 

0 

-  1 

*  *  * 
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THE  GROOS  NATIONAL  BANK  OF  SAN  ANTONIO, 

San  Antonio,  Tex.,  and  Groos  Bank,  National  Association,  San  Antonio,  Tex. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets  In  To  be 

operation  operated 


The  Groos  National  Bank  of  San  Antonio,  San  Antonio,  Tex.  (10148),  with .  $61,157,445  1  - 

and  Groos  Bank,  National  Association,  San  Antonio,  Tex.  (10148),  which  had .  240,000  0  - 

merged  April  19,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had.  61,157,445  -  1 

The  resulting  bank  is  a  subsidiary  of  Groos  Bancshares,  Inc.,  San  Antonio,  Tex. 


*  *  * 


FIRST  NATIONAL  BANK  IN  BRECKENRIDGE, 

Breckenridge,  Tex.,  and  First  Bank  in  Breckenridge,  National  Association,  Breckenridge,  Tex. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets  In  To  be 

operation  operated 


First  National  Bank  in  Breckenridge,  Breckenridge,  Tex.  (14027),  with .  $74,735,142  1 

and  First  Bank  in  Breckenridge,  National  Association,  Breckenridge,  Tex.  (14027),  which  had .  120,000  0 

merged  May  1,  1982,  under  charter  of  the  latter  and  title  of  “First  National  Bank  in  Breckenridge.” 

The  merged  bank  at  date  of  merger  had .  74,855,142  1 

The  resulting  bank  is  a  subsidiary  of  Texas  American  Bancshares,  Inc.,  Fort  Worth,  Tex. 


*  *  * 


HURON  VALLEY  NATIONAL  BANK, 

Ann  Arbor,  Mich.,  and  DBT  National  Bank,  Ann  Arbor,  Mich. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets  In  To  be 

operation  operated 


Huron  Valley  National  Bank,  Ann  Arbor,  Mich.  (15164),  with .  $107,174,711 

and  DBT  National  Bank,  Ann  Arbor,  Mich.  (15164),  which  had .  243,000  0 

merged  May  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  107,417,711  7 

The  resulting  bank  is  a  subsidiary  of  DETROITBANK  Corporation,  Detroit,  Mich. 


*  *  * 


CITY  NATIONAL  BANK  OF  KANKAKEE, 

Kankakee,  III.,  and  Third  National  Bank  of  Kankakee,  Kankakee,  III. 


Names  of  banks  and  type  of  transaction 


City  National  Bank  of  Kankakee,  Kankakee,  III.  (4342),  with .  $134,693,622  2 

and  Third  National  Bank  of  Kankakee,  Kankakee,  III.  (4342),  which  had .  120,000  0 

merged  May  3,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  134,813,622  2 

The  resulting  bank  is  a  subsidiary  of  Keystone  Bancshares,  Inc.,  Kankakee,  III. 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


*  *  * 
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LAKE  SHORE  NATIONAL  BANK, 

Chicago,  III.,  and  Lake  Shore  Interim  Bank,  National  Association,  Chicago,  III. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


Lake  Shore  National  Bank,  Chicago,  III.  (14475),  with .  $424,029,000  2  - 

and  Lake  Shore  Interim  Bank,  National  Association,  Chicago,  III.  (14475),  which  had .  240,000  0  - 

merged  May  3,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  424,029.000  -  2 

The  resulting  bank  is  a  subsidiary  of  Lake  Shore  Bancorp,  Inc.,  Chicago,  III. 


*  *  * 


THE  MERCHANTS  NATIONAL  BANK  OF  AURORA, 
Aurora,  III.,  and  Meora  National  Bank,  Aurora,  III. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  Merchants  National  Bank  of  Aurora,  Aurora,  III.  (3854),  with . 

and  Meora  National  Bank,  Aurora,  III.  (3854),  which  had . 

merged  May  3,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resuiting  bank  is  a  subsidiary  of  Merchants  Bancorp,  Inc.,  Aurora,  III. 

$131,278,078 

240,000 

131,278,078 

2  - 

0  - 

2 

*  *  * 


JACKSON  NATIONAL  BANK, 

Jackson,  Tenn.,  and  Interim  National  Bank  of  Jackson,  Jackson,  Tenn. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Jackson  National  Bank,  Jackson,  Tenn.  (3576),  with . 

and  Interim  National  Bank  of  Jackson,  Jackson,  Tenn.  (3576),  which  had . 

merged  May  7,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Volunteer  Bancshares,  Inc.,  Jackson,  Tenn. 

$136,089,563 

120,000 

136,209,563 

6 

0 

*  *  * 

UNION  NATIONAL  BANK  OF  FAYETTEVILLE, 

Fayetteville,  Tenn.,  and  UNB  Interim  Bank,  N.A.,  Fayetteville,  Tenn. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Union  National  Bank  of  Fayetteville,  Fayetteville,  Tenn.  (13948),  with . 

and  UNB  Interim  Bank,  N.A.,  Fayetteville,  Tenn.  (13948),  which  had 

merged  May  10,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$75,858,000 

120,000 

75,858.000 

A 

0 

4 

The  resulting  bank  is  a  subsidiary  of  UNB  Corporation,  Fayetteville,  Tenn. 

*  *  * 
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NATIONAL  BANK  OF  LONG  BEACH, 

Long  Beach,  Calif.,  and  New  Bank,  National  Association,  Long  Beach,  Calif. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

National  Bank  of  Long  Beach,  Long  Beach,  Calif.  (16633),  with . 

and  New  Bank,  National  Association,  Long  Beach,  Calif.  (16633),  which  had . 

merged  May  13,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Aktiv  Bank  Holding  Company,  Long  Beach,  Calif. 

$52,257,407 

240,000 

52,257,407 

2 

0 

O 

*  *  * 

THE  NATIONAL  BANK  OF  CANTON, 

Canton,  III.,  and  The  Second  National  Bank  of  Canton,  Canton,  III. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  National  Bank  of  Canton,  Canton,  III.  (13838),  with . 

and  The  Second  National  Bank  of  Canton,  Canton,  III.  (13838),  which  had . 

merged  May  15,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  National  Canton  Bancshares,  Inc.,  Canton,  III. 

$82,291,580 

120,000 

82,411,580 

2  - 

0  - 

2 

*  *  * 


DISTRICT  OF  COLUMBIA  NATIONAL  BANK,  WASHINGTON, 
Washington,  D.C.,  and  D.C.  Bank,  National  Association,  Washington,  D.C. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

District  of  Columbia  National  Bank,  Washington,  Washington,  D.C.  (15013),  with . 

and  D.C.  Bank,  National  Association,  Washington,  D.C.  (15013),  which  had . 

merged  May  17,  1982,  under  the  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  D.C.  National  Bancorp,  Inc.,  Washington,  D.C. 

$155,335,000 

240,000 

155,335,000 

5  - 

0  - 

5 

*  *  * 


THE  PEOPLES  NATIONAL  BANK  OF  TYLER, 

Tyler,  Tex.,  and  College  Avenue  National  Bank,  Tyler,  Tex. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets  In  To  be 

operation  operated 


The  Peoples  National  Bank  of  Tyler,  Tyler,  Tex.  (13110),  with .  $392,622,000  1 

and  College  Avenue  National  Bank,  Tyler,  Tex.  (131 10),  which  had .  240,000  0  - 

merged  May  18,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  392,862,000  -  1 

The  resulting  bank  is  a  subsidiary  of  First  International  Bancshares,  Inc.,  Dallas,  Tex. 


*  *  * 


86 


THE  CHARLESTON  NATIONAL  BANK, 

Charleston,  W.  Va.,  and  The  Charleston  Bank,  National  Association,  Charleston,  W.  Va. 


Names  of  banks  and  type  of  transaction 


The  Charleston  National  Bank,  Charleston,  W.  Va.  (3236),  with .  $354,552,000  2  - 

and  The  Charleston  Bank,  National  Association,  Charleston,  W.  Va.  (3236),  which  had .  240,000  0  - 

merged  May  20,  1982,  under  charter  of  the  latter  and  title  “Charleston  National  Bank.”  The  merged 

bank  at  date  of  merger  had .  354,552,000  -  2 

The  resulting  bank  is  a  subsidiary  of  Centurion  Bancorp,  Inc.,  Charleston,  W,  Va. 


Banking  offices 

Total  - - 

assets  In  To  be 

operation  operated 


*  *  * 


THE  NATIONAL  BANK  OF  GEORGIA, 

Atlanta,  Ga.,  and  NBG  Interim  National  Bank,  Atlanta,  Ga. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  National  Bank  of  Georgia,  Atlanta.  Ga.  (15541),  with . 

and  NBG  Interim  National  Bank,  Atlanta,  Ga.  (15541),  which  had . 

merged  May  21,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  GRP,  Inc.,  Atlanta,  Ga. 

$580,777,362 

251,000 

580,819,598 

23  - 

0  - 

23 

*  *  * 


MERCHANTS  NATIONAL  BANK,  VICKSBURG,  MISSISSIPPI, 
Vicksburg,  Miss.,  and  MNB  National  Bank  of  Vicksburg,  Vicksburg,  Miss. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Merchants  National  Bank,  Vicksburg,  Mississippi,  Vicksburg,  Miss.  (3430),  with . 

and  MNB  National  Bank  of  Vicksburg,  Vicksburg,  Miss.  (3430),  which  had . 

merged  May  27,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$107,084,433 

120,000 

107,204,433 

5  - 

0  - 

-  5 

The  resulting  bank  is  a  subsidiary  of  Merchants  Capital  Corporation,  Vicksburg,  Miss. 

*  *  * 


BROADWAY  NATIONAL  BANK, 

San  Antonio,  Tex.,  and  New  Broadway  National  Bank,  San  Antonio,  Tex. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Broadway  National  Bank,  San  Antonio,  Tex.  (14447),  with . 

and  New  Broadway  National  Bank,  San  Antonio,  Tex.  (14447),  which  had 

merged  May  31,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$295,367,086 

240,000 

295,607,086 

1 

0 

-  1 

The  resulting  bank  is  a  subsidiary  of  Broadway  Bancshares,  Inc.,  San  Antonio,  Tex. 

*  *  * 
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FIRST  NATIONAL  BANK, 

Fairfield,  Tex.,  and  New  First  National  Bank,  Fairfield,  Tex. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

First  National  Bank,  Fairfield,  Tex.  (12423),  with . 

and  New  First  National  Bank,  Fairfield,  Tex.  (12423),  which  had . 

merged  May  31 ,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Fairfield  Bancshares,  Inc.,  Fairfield,  Tex. 

$26,073,000 

60,000 

1 

0 

1 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 .  1982,  report  of  condition  for  the  operat¬ 
ing  bank.  Information  as  of  date  of  consummation  was  not  available  at 
press  time 

*  *  * 

THE  FARMERS  NATIONAL  BANK  OF  GENESEO, 

Geneseo,  III.,  and  Farmers  Interim  National  Bank,  Geneseo,  III. 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

The  Farmers  National  Bank  of  Geneseo,  Geneseo,  III.  (2332),  with . 

and  Farmers  Interim  National  Bank,  Geneseo,  III.  (2332),  which  had . 

merged  June  1,  1982,  under  charter  of  the  former  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Farmers  National  Bankcorp,  Inc.,  Geneseo,  III. 

$101,467,000 

120,000 

101,587,000 

1 

0 

1 

*  *  * 


FIRST  NATIONAL  BANK,  MATTOON,  ILLINOIS, 

Mattoon,  III.,  and  Republic  National  Bank  of  Mattoon,  Mattoon,  III. 

Banking  offices 

Names  of  banks  and  type  of  transaction  assets  In  To  be 

operation  operated 


First  National  Bank,  Mattoon,  Illinois,  Mattoon,  III.  (10045),  with .  $103,669,000  1  - 

and  Republic  National  Bank  of  Mattoon,  Mattoon,  III.  (10045),  which  had .  120,000  0  - 

mergered  June  1,  1982,  under  charter  of  the  latter  and  title  "First  National  Bank, 

Mattoon,  Illinois.”  The  merged  bank  at  date  of  merger  had .  103,669,000  -  1 


The  resulting  bank  is  a  subsidiary  of  First  Mid-Illinois  Bancshares,  Inc.,  Mattoon,  III. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  ATHENS, 

Athens,  Ga.,  and  First  National  Interim  Bank,  Athens,  Ga. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  First  National  Bank  of  Athens,  Athens,  Ga.  (1639),  with . 

and  First  National  Interim  Bank,  Athens,  Ga.  (1639),  which  had . 

merged  June  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Trust  Company  of  Georgia,  Atlanta,  Ga. 

$122,990,577 

250,000 

122,990,577 

4  - 

0  - 

4 

*  *  * 
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THE  GRANVILLE  NATIONAL  BANK, 

Granville,  III.,  and  The  Second  Granville  National  Bank,  Granville,  III. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


The  Granville  National  Bank,  Granville,  III.  (14035),  with .  $19,065,000  1  - 

and  The  Second  Granville  National  Bank,  Granville,  III.  (14035),  which  had .  60,000  0  - 

merged  June  1,  1982,  under  the  charter  of  the  latter  and  title  "The  Granville  National  Bank."  The 

merged  bank  at  date  of  merger  had .  19,125,000  -  1 

The  resulting  bank  is  a  subsidiary  of  Granville  Bancshares,  Inc.,  Granville,  III. 


*  *  * 


THE  MERCHANTS  NATIONAL  BANK  OF  ALLENTOWN, 
Allentown,  Pa.,  and  Mertru  National  Bank,  Allentown,  Pa. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


The  Merchants  National  Bank  of  Allentown,  Allentown,  Pa.  (6645),  with .  $595,096,000  26  - 

and  Mertru  National  Bank,  Allentown,  Pa.  (6645),  which  had .  240,000  0  - 

merged  June  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  595,096,000  -  26 

The  resulting  bank  is  a  subsidiary  of  Merchants  Bancorp,  Inc.,  Allentown,  Pa. 


*  *  * 


THE  OLD  SECOND  NATIONAL  BANK  OF  AURORA, 
Aurora,  III.,  and  The  Second  National  Bank,  Aurora,  III. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

The  Old  Second  National  Bank  of  Aurora,  Aurora,  III.  (4596),  with . 

and  The  Second  National  Bank,  Aurora,  III.  (4596),  which  had . 

merged  June  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Old  Second  Bancorp,  Inc.,  Aurora,  III. 

$150,592,000 

240.000 

150,832,000 

1  - 

0  - 

-  1 

*  *  * 


SECURITY  NATIONAL  BANK, 

Washington,  D.C.,  and  Security  Bank,  National  Association,  Washington,  D.C. 


Names  of  banks  and  type  of  transaction 

Total 

assets 

Banking  offices 

In  To  be 

operation  operated 

Security  National  Bank,  Washington,  D  C.  (15700),  which  had . 

and  Security  Bank,  National  Association,  Washington,  D  C.  (15700),  with . 

merged  June  1,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$152,932,000 

240,000 

152,932,000 

1  - 

0  - 

-  1 

The  resulting  bank  is  a  subsidiary  of  Security  National  Corporation,  Washington,  D  C. 

*  *  * 
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CHASE  NATIONAL  BANK, 

Austin,  Tex.,  and  New  Chase  National  Bank,  Austin,  Tex. 


Banking  offices 

,  Total 

Names  of  banks  and  type  of  transaction  assets  In  To  be 

operation  operated 


Chase  National  Bank,  Austin,  Tex.  (16024),  with . 

and  New  Chase  National  Bank,  Austin,  Tex.  (16024),  which  had . 

merged  June  2,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . . 

The  resulting  bank  is  a  subsidiary  of  Cullen/Frost  Bankers,  Inc.,  San  Antonio,  Tex. 


$32,551,661  1  - 

240,000  0 

32,791,661  -  1 


*  *  * 


FIRST  CITY  NATIONAL  BANK, 

Carlsbad,  N.M.,  and  New  First  City  National  Bank,  Carlsbad,  N.M. 


Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

First  City  National  Bank,  Carlsbad,  N.M.  (16885),  with . 

and  New  First  City  National  Bank,  Carlsbad,  N.M.  (16885),  which  had  . 

merged  June  8,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$26,791,767 

120,000 

26,911,767 

2  - 

0  - 

2 

The  resulting  bank  is  a  subsidiary  of  First  City  Financial  Corporation,  Hobbs,  N.M. 

*  *  * 


FIRST  NATIONAL  BANK  OF  LEA  COUNTY, 

Hobbs,  N.M.,  and  New  First  National  Bank  of  Lea  County,  Hobbs,  N.M. 


- - - -  ■ 

Total 

assets 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

First  National  Bank  of  Lea  County,  Hobbs,  N.M.  (14628),  with . 

and  New  First  National  Bank  of  Lea  County,  Hobbs,  N.M.  (14628),  which  had . 

merged  June  8,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

$274,732,636 

240,000 

274,972,636 

7  - 

0  - 

7 

The  resulting  bank  is  a  subsidiary  of  First  City  Financial  Corporation,  Hobbs,  N.M. 

*  *  * 
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THE  FIRST  NATIONAL  BANK  IN  WABASH, 

Wabash,  Ind.,  and  First  Bank  in  Wabash,  National  Association,  Wabash,  Ind. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


The  First  National  Bank  in  Wabash,  Wabash,  Ind.  (13888),  with .  $57,325,000  3  - 

and  First  Bank  in  Wabash,  National  Association,  Wabash,  Ind.  (13888),  which  had .  120,000  0  - 

merged  June  21, 1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  .  3 

The  resulting  bank  is  a  subsidiary  of  Wabanc,  Inc.,  Wabash,  Ind. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time. 


*  *  * 


SOUTHWEST  NATIONAL  BANK  OF  PENNSYLVANIA, 

Greensburg,  Pa.,  and  Interim  Southwest  National  Bank  of  Pennsylvania,  Greensburg,  Pa. 


Names  of  banks  and  type  of  transaction 


Total 

assets 


Banking  offices 

In  To  be 
operation  operated 


Southwest  National  Bank  of  Pennsylvania,  Greensburg,  Pa.  (5351),  with .  $318,003,000  14  - 

and  Interim  Southwest  National  Bank  of  Pennsylvania,  Greensburg,  Pa.  (5351),  which  had .  120,000  0  - 

merged  June  28,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  318,003,000  -  14 

The  resulting  bank  is  a  subsidiary  of  Southwest  National  Corporation,  Greensburg,  Pa. 


*  *  * 


COMMONWEALTH  NATIONAL  BANK  OF  DALLAS, 

Dallas,  Tex.,  and  New  Commonwealth  National  Bank  of  Dallas,  Dallas,  Tex. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In 

operation 

To  be 
operated 

Commonwealth  National  Bank  of  Dallas,  Dallas,  Tex.  (15258),  with . 

and  New  Commonwealth  National  Bank  of  Dallas,  Dallas,  Tex.  (15258),  which  had . 

consolidated  June  29,  1982,  under  charter  and  title  of  the  former.  The  consolidated  bank  at  date  of 

consolidation  had . 

The  resulting  bank  is  a  subsidiary  of  Commonwealth  Bancshares,  inc.,  Dallas,  Tex. 

$53,431,000 

240,000 

1 

0 

1 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time 


*  *  * 
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FIRST  NATIONAL  BANK  OF  ENGLEWOOD, 

Englewood,  Fla.,  and  Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood,  Fla. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total 

assets*  In  To  be 

operation  operated 


First  National  Bank  of  Englewood,  Englewood,  Fla.  (16126),  with .  $33,899,000  3  - 

and  Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood,  Fla.  (16126),  which  had.  120,000  0  - 

merged  June  30,  1982,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  -  3 

The  resulting  bank  is  a  subsidiary  of  Exchange  Bancorporation,  Inc.,  Tampa,  Fla. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time. 


*  *  * 


FIRST  NATIONAL  BANK  OF  THE  QUAD  CITIES, 

Rock  Island,  III.,  and  Quad  Cities  Interim  National  Bank,  Rock  Island,  III. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

First  National  Bank  of  the  Quad  Cities,  Rock  Island,  III.  (14537),  with . 

and  Quad  Cities  Interim  National  Bank,  Rock  Island,  III.  (14537),  which  had . 

merged  June  30,  1982,  under  charter  of  the  latter  and  title  "First  National  Bank  of  the  Quad 

Cities."  The  merged  bank  at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Quad  Cities  First  Company,  Rock  Island,  III. 

$219,733,000 

240,000 

2  - 

0  - 

2 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time. 


*  *  * 


FIRST  NATIONAL  BANK  OF  SELMER, 

Selmer,  Tenn.,  and  Selmer  National  Interim  Bank,  Selmer,  Tenn. 


Names  of  banks  and  type  of  transaction 


First  National  Bank  of  Selmer,  Selmer,  Tenn.  (15590),  with .  $22,311,000 

and  Selmer  National  Interim  Bank,  Selmer,  Tenn.  (15590),  which  had .  300,000  0 

merged  June  30,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  22,311,000  3 

The  resulting  bank  is  a  subsidiary  of  First  Selmer  Bancshares,  Inc.,  Selmer,  Tenn. 


Banking  offices 

Total  - 

assets  In  To  be 

operation  operated 


*  *  * 
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UNITED  NATIONAL  BANK, 

Washington,  D.C.,  and  UNB  National  Bank,  Washington,  D.C. 

Banking  offices 

Total  - - 

assets  In  To  be 

operation  operated 


United  National  Bank,  Washington,  D.C.  (15382),  with .  $57,587,000 

and  UNB  National  Bank,  Washington,  D.C.  (15382),  which  had .  240,000  0 

merged  June  30,  1982,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  57,587,000  4 

The  resulting  bank  is  a  subsidiary  of  UNB  Bancshares,  Inc.,  Washington,  D.C. 


Names  of  banks  and  type  of  transaction 


*  *  * 


VALLEY  NATIONAL  BANK, 

Salinas,  Calif.,  and  Valley  Interim  National  Bank,  Salinas,  Calif. 


Total 

assets* 

Banking  offices 

Names  of  banks  and  type  of  transaction 

In  To  be 

operation  operated 

Valley  National  Bank,  Salinas,  Calif.  (15349),  with . 

and  Valley  Interim  National  Bank,  Salinas,  Calif.  (15349),  which  had . 

merged  June  30,  1982,  under  the  charter  of  the  latter  and  title  “Valley  National  Bank."  The  merged 

bank  at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Household  Finance  Corporation,  Chicago,  III. 

$94,776,000 

240,000 

12  - 

0  - 

12 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  March  31 ,  1982,  report  of  condition  for  the  operat¬ 
ing  bank  Information  as  of  date  of  consummation  was  not  available  at 
press  time. 


*  *  * 
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Enforcement  Actions — January  I  to  June  30,  1982 


Topic 

Actions 

Topic 

Allowance  for  possi¬ 

AA1 , 2,  3,  4,  6,  8,  10,  12,  13,  14,  15,  18,  19, 

Law  or  Regulation 

ble  loan  losses 

20,  21 . 22,  23,  24,  25,  27,  28.  29,  30,  31 , 32, 

12  USC  25 

33,  35,  39,  40,  41 , 43,  45,  47,  48,  49,  50,  51 , 

29 

54,  56,  57,  59 

61 

Asset/liability  man¬ 

AA2,  3,  4,  6,  8,  10.  12,  13,  15,  16,  17,  19, 

72 

agement 

20,  22,  23,  24,  25,  27,  28,  29,  30,  35,  37, 

44.  45,  49,  51.  52,  53,  54,  55,  56,  57.  58, 

84 

59 

371 

Capital/capital  plan 

AA2.  3,  4,  8,  12,  13.  15,  19,  20,  21,  24,  25, 

26  30,  32,  33,  35,  37,  40,  45,  48,  49,  51, 

375 

53,  54,  56,  57,  58,  59 

1817 

Classified  assets/ 

AA1 ,  2,  3,  6,  8,  9,  10,  12,  13,  14,  15,  16, 

1972 

loans 

17,  18,  19.  20,  21,  22,  23,  25,  27,  28,  29, 

15  USC  78 

30,  31,  32,  33,  35,  37,  39,  40,  41,  42.  43, 

1607 

44,  45,  48,  49,  50,  51,  52,  54,  56,  58,  59 

1681 

Collateral 

AA2,  3,  6,  10,  15,  16,  17,  19,  20,  21,  23, 

12  CFR  1 

27.  30,  41,  42,  59 

7  3025 

Collection  policy 

See  Delinquent  loans/collection 

7  5225 

Consumer  violations 

AA1 ,  4,  5,  7,  8,  10,  11,  15,  20,  25,  26,  27, 

9 

28,  33,  34,  41,  42,  43,  44,  48,  49,  53 

1 1 

Credit  information 

AA1 ,  2,  3,  6,  8,  9,  10,  12,  15,  16,  17,  18, 

12 

19,  20,  21,  22,  23,  27,  30,  32,  35,  36,  41, 

22 

42,  43,  45.  48,  49,  51,  54,  56,  58 

25 

Delinquent  loans/col¬ 

AA2,  3,  6,  12,  15,  22,  25.  28,  29,  31.  40, 

27 

lection 

41,  43.  45,  47,  49,  54,  59 

29 

Dividends 

AA1 2,  13.  26,  30,  33,  44,  48,  51,  54,  56, 

202 

58 

205 

Earnings 

AA3,  6,  13,  25,  26,  28,  33,  35,  41,  44,  45, 

209 

48,  51,  52,  53,  54,  56,  57,  58,  59 

213 

Electronic  data  pro¬ 

AA9,  46,  51 

215 

cessing 

217 

Fiduciary  powers 

See  Trust  functions/powers 

221 

Funds  management 

See  Asset/liability  management 

226 

Insider  dealing 

See  Loans  to  insiders 

24  CFR  3500 

Internal  control/audit 

AA1 ,  2,  3,  5,  6,  7,  8,  10,  13,  15,  16,  17,  19, 

20,  21,  22,  23,  27,  32,  33,  35.  41,  43,  46, 

49,  51,  53,  54,  59 

31  CFR  103 

Internal  controls/con- 

AA5,  7,  8,  10,  11,  15.  27,  34,  41.  43 

sumer 

Liquidity 

See  Asset/liability  management 

Loan  administration/ 

AA1 ,  2,  3.  4,  6,  8,  10,  12,  13,  14.  15,  16, 

policy 

17,  18,  20.  21,  22,  23,  24,  25,  27,  28,  29, 

30,  31,  32,  33,  35,  36,  40,  41,  42,  43,  45, 

47,  48,  49,  51,  52,  53,  54,  55,  56,  57 

Loans  to  insiders 

CMP8  AA20,  27,  43,  44 

Management 

AA1  3,  6,  9,  12,  13,  14,  21,  22,  23,  28,  30, 

37,  38,  39,  40,  41,  43,  44,  46,  48,  50,  51, 

52,  54,  55,  56,  57,  58 

Overdrafts 

CMP7 

Reimbursement/res- 

AA  5,  7,  11,  15.  49 

titution 

Reports  on  progress 

(bi-monthly) 

AA4,  10 

(monthly) 

AA2,  29,  30,  35,  58 

(periodic) 

AA6,  8,  34,  37,  39,  41,  48,  50 

(quarterly) 

A  A3,  59 

Trust  functions/ 

AA  13,  38 

powers 

Violations 

AA  1.  2,  3,  4,  6,  7,  8,  9,  10,  11,  12,  13,  14, 

15,  16,  17,  19,  20.  22,  23,  25,  27,  28,  29, 

30,  32,  33,  34,  35,  36,  38,  39,  41.  42,  43, 

44,  45,  48,  49,  50,  51,  53,  54,  55,  56,  58, 

59 

Actions 


AA  10 
AA  13 
AA  37 
AA  58 

CMP  3,  4,  5,  6,  AA  2,  10.  19.  29,  30,  32,  35, 
36,  40.  41,  42,  44.  45.  48.  51.  54,  56,  58 


AA  33,  44,  56 

CMP  1,  2,  3,  4.  6,  8;  AA  4.  29.  31,  33,  36, 

42,  43,  44,  45,  48,  50,  51,  59 

AA  2,  31 

CMP  3 

AA  32 

AA  49 

AA  41 

AA  10,  59 

AA  13,  30,  33,  35.  41,  48,  54,  59 

AA  41 

AA  38 

AA  31,  33 

AA  38 

AA  48 

AA  35,  41 

AA  34,  41 

AA  34 

AA  34,  41.  43,  48 
AA  34,  41,  48 
AA  42 
AA  54 

CMP  7,  8;  AA  4,  10,  32,  35,  42.  48.  56,  59 
AA  32.  34,  42,  43 
AA  33 

AA  33,  34,  41,  43 
AA  48 

AA  2,  10,  30,  32,  33,  41,  43,  45,  48,  54,  59 


95 


Civil  Money  Penalties 

1.  Bank  with  assets  of  $50  to  $100  million 

A  general  examination  of  the  bank  disclosed 
violations  of  12  USC  375b(4)  by  the  chief  executive 
officer.  A  review  of  the  history  of  the  accounts  disclosed 
numerous  instances  over  a  2V2  year  period  when  such 
overdrafts  occurred,  ranging  in  amounts  up  to  $16,000 

Ultimately,  the  chief  executive  officer  resigned  from 
the  bank  and  paid  all  service  fees  for  the  overdrafts.  In 
his  response  to  the  10-day  letter,  the  chief  executive 
officer  did  not  deny  that  the  violations  occurred,  but 
stated  that  he  was  not  aware  of  their  seriousness  and 
that  they  were,  in  fact,  the  result  of  his  inadvertence. 

A  Civil  Money  Penalty  of  $1,000  was  assessed 
against  the  chief  executive  officer 

2.  Bank  with  assets  of  less  than  $25  million 

A  general  examination  revealed  that  the  cashier  of  the 
bank,  who  was  indebted  to  the  bank  in  the  amount  of 
$10,000,  maintained  a  practice  of  carrying  his  personal 
checks  in  the  bank  as  cash  items  to  prevent  overdrafts. 
The  board  of  directors  and  the  offending  individual  were 
warned  of  these  violations  of  12  USC  375a  and  375b.  In 
response,  the  board  passed  certain  resolutions 
designed  to  prevent  recurrence. 

A  following  visitation  revealed  that  the  cashier's 
practices  in  violation  of  the  statutes  were  continuing, 
and  that  the  transactions  were  being  concealed  from 
the  board  of  directors  by  the  cashier.  Three  such 
violations  were  documented  by  the  examiner. 
Subsequently,  the  offending  individual  reimbursed  the 
bank  for  service  charges  and  interest  that  had  never 
been  charged  to  him  for  these  transactions. 

A  Civil  Money  Penalty  of  $2,000  was  assessed 
against  the  bank’s  cashier  in  light  of  the  recurring  nature 
of  these  violations,  particularly  after  a  direct  warning 
had  been  issued,  and  the  attempted  concealment. 

3.  Bank  with  assets  of  less  than  $25  million 

Information  developed  during  the  course  of  an 
examination  indicated  that  violations  of  12  USC  84, 
375b(3)  and  1972(2)(c)  had  occurred.  The  violation  of 
12  USC  84  resulted  from  the  combination  of  extensions 
of  credit,  including  overdrafts,  to  a  parent  corporation, 
its  subsidiary  corporations  and  loans  to  two  inaividuals, 
the  proceeds  of  which  were  used  for  the  benefit  of  the 
parent  corporation.  The  line  of  credit  constituted  an 
unwarranted  concentration  and  a  number  of  loans  in  the 
combination  were  criticized.  One  of  the  loans  to  an 
individual  combined  for  the  purpose  of  12  USC  84  was 
to  a  director  of  the  bank.  That  loan  also  resulted  in 
violations  of  12  USC  375b(2)  and  b(3)  due  to  the 
preferential  nature  of  the  credit  and  the  failure  to  get 
prior  approval. 

The  violations  of  12  USC  375b(3)  resulted  from  the 
above  mentioned  loan  to  a  director  as  well  as  loans  to 
the  former  president  of  the  bank.  With  respect  to  the 
loans  to  the  former  president,  there  had  been  no 
principal  reduction  since  inception  and  the  loans  had 
been  extended  a  number  of  times  without  an  increase  in 
interest  rate.  The  bank  had  been  cited  for  previous 
violations  of  the  statute  and  at  the  time  of  the 


examination  no  precautions  had  been  taken  to  ensure 
that  such  violations  did  not  recur. 

The  violation  of  12  USC  1972(2)(c)  resulted  from 
loans  to  three  executive  officers  and  a  director  of  the 
bank’s  affiliate  and  correspondent  bank  The  extensions 
of  credit  were  preferential  as  to  interest  rate  as  well  as  to 
terms.  The  loans  were  also  of  poor  quality.  A  notice  of 
assessment  of  Civil  Money  Penalties  was  served  on  the 
directors  who  were  serving  during  the  period  that  the 
violations  occurred  as  well  as  the  former  president. 

A  Civil  Money  Penalty  of  $5,000  was  assessed 
against  the  former  president  due  to  his  direct 
knowledge  of  the  facts  constituting  the  violation  and  his 
involvement  in  them.  The  director  that  was  a  beneficiary 
of  the  loan  comprising  part  of  the  violation  of  1 2  USC  84 
and  which  also  resulted  in  a  violation  of  12  USC  375b 
was  also  assessed  a  fine  of  $5,000.  The  rest  of  the 
board  of  directors  serving  during  the  time  the  violations 
occurred  were  assessed  a  Civil  Money  Penalty  of  $1 ,000 
each.  The  board  was  on  notice  of  the  necessity  of 
prevention  of  such  violations  through  criticism  during 
the  previous  examination,  yet  such  violations  recurred. 
An  administrative  hearing  will  be  scheduled  to 
determine  whether  an  order  requiring  payment  of  the 
penalties  will  be  issued. 

4.  Failed  Bank 

The  bank  had  a  history  of  numerous  and  recurring 
violations  of  12  USC  84  and  12  USC  375a  and  375b.  As 
a  result,  a  written  Formal  Agreement  was  entered  into 
with  the  bank  which,  among  other  things,  prohibited 
such  violations.  An  examination  subsequent  to  the 
Agreement  and  also  subsequent  to  a  meeting  where  the 
bank  was  advised  to  adopt  procedures  to  prevent  such 
violations  revealed  that  further  serious  violations  had 
occurred.  The  violations  of  12  USC  84  were  of  the  type 
that  rudimentary  internal  controls  would  have  detected. 
The  possibility  of  personal  dishonesty  was  evident  with 
respect  to  the  violations  of  12  USC  375a  and  375b.  The 
president  of  the  bank,  at  a  time  when  his  loans  stood  at 
the  limit  of  $10,000  set  forth  in  the  statute,  caused  loans 
to  be  made  to  his  relatives  and  received  the  benefit  of 
the  proceeds.  Further,  his  checks  were  being  held  in  the 
bank's  “unposted  items"  account,  as  his  account 
contained  insufficient  funds  for  payment.  Unjust 
financial  gain  was  evident  through  his  ability  to  make 
debt  payments  at  a  time  when  the  necessary  funds 
were  not  available  and  an  attempt  to  conceal  the 
violations  was  also  evident  through  holding  the  items  in 
the  “unposted  items"  account. 

A  Civil  Money  Penalty  was  assessed  against  the 
members  of  the  board  of  directors  serving  during  the 
time  the  violations  had  occurred,  as  well  as  the  bank’s 
former  chief  executive  officer  and  president  and  also 
the  executive  vice  president.  The  penalties  were 
assessed  because  of  the  serious  nature  of  these 
violations,  including  the  fact  that  the  losses  resulting 
from  the  violations  of  12  USC  84  were  a  contributing 
factor  to  its  failure  Also  of  concern  was  the  fact  that  the 
bank  had  a  history  of  such  violations  including 
violations  of  a  written  Formal  Agreement  signed  by  the 
bank  which  prohibits  such  violations  With  respect  to  the 
violations  of  12  USC  375a  and  375b,  the  method  in 
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which  the  extensions  of  credit  were  made  reflected  an 
attempt  at  concealment  and  resulted  in  personal  gain 
by  the  chief  executive  officer. 

The  chief  executive  officer  was  assessed  a  Civil 
Money  Penalty  of  $25,000.  A  Civil  Money  Penalty  of 
$25,000  was  also  assessed  against  the  executive  vice 
president  since  he  was  the  primary  lending  officer  on 
the  violations  of  1 2  USC  84  and  also  was  the  loan  officer 
on  the  transactions  resulting  in  violations  of  12  USC 
375a  and  375b.  Finally,  a  Civil  Money  Penalty  of  $1 ,000 
was  assessed  against  the  rest  of  the  board  of  directors 
serving  during  the  time  the  violations  occurred  for  their 
responsibility  in  failing  to  properly  supervise 
management  and  implement  proper  internal  controls 
that  would  prevent  these  very  rudimentary  violations. 

An  administrative  hearing  will  be  scheduled  to 
determine  whether  an  order  requiring  payment  of  the 
penalties  will  be  issued. 

5.  Bank  with  assets  of  less  than  $25  million 

A  general  examination  of  the  bank  revealed  five 
violations  of  12  USC  84.  The  evidence  surrounding  the 
violations  showed  that  they  were  intentional  and 
recurring,  as  four  of  the  five  violations  had  been 
previously  cited  in  a  prior  examination.  In  addition,  all  of 
the  bank’s  board  of  directors  had  prior  notice  of  the 
seriousness  of  violating  12  USC  84  and  were  apprised 
of  the  possibility  of  a  Civil  Money  Penalty  assessment. 
The  violations  have  not  caused  loss  to  the  bank  and  do 
not  have  significant  loss  potential.  Nevertheless,  owing 
to  the  history  of  the  repetitive  violations  and  the 
evidence  that  they  were  committed  wilfully,  the  regional 
office  recommended  that  Civil  Money  Penalties  be 
assessed  against  the  board.  All  violations  were 
subsequently  brought  into  compliance  with  12  USC  84. 

The  bank’s  president  was  assessed  a  Civil  Money 
Penalty  of  $5,000  because  of  his  intimate  knowledge  of 
the  bank’s  operations,  the  bank’s  previous  violations  of 
12  USC  84  and  his  financial  status.  A  $500  penalty  was 
assessed  against  one  board  member  who  had  only 
witnessed  one  previous  bank  examination,  during 
which  the  bank  was  informed  that  violations  of  12  USC 
84  were  intolerable. 

The  remaining  board  members,  who,  at  several  prior 
examinations,  had  been  admonished  of  the  seriousness 
of  12  USC  84  violations  as  well  as  the  possibility  of  the 
assessment  of  Civil  Money  Penalties  were  each 
subjected  to  a  $1,000  penalty. 

6.  Bank  with  assets  of  $50  to  $100  million 

A  general  examination  of  the  bank  revealed  a  violation 
of  12  USC  84  The  documentation  of  the  violation 
indicated  that  the  bank’s  president  caused  the  bank  to 
make  an  illegal  extension  of  credit  The  bank’s  board  of 
directors,  however,  was  never  informed  by  the  president, 
in  his  presentation  of  the  loan  request,  of  the  loan’s 
proximity  to  the  legal  lending  limit.  A  similar  violation 
had  been  cited  in  a  previous  examination  report,  and 
both  the  bank  and  the  president  have  a  history  of 
violating  12  USC  84 

The  violation  has  been  corrected  and  the  bank  has 
suffered  no  loss  on  the  loan  Nevertheless,  due  to  the 
recurring  and  serious  nature  of  the  violation,  the  chief 


bank  examiner  recommended  that  a  Civil  Money 
Penalty  be  assessed  against  the  president. 

The  bank's  president  was  assessed  a  Civil  Money 
Penalty  of  $2,000  because  of  the  gravity  of  the  violation, 
his  previous  history  of  violating  12  USC  84  and  his 
financial  status.  One  board  member  was  not  penalized 
because  he  abstained  from  voting  on  the  loan  request, 
in  order  to  avoid  a  potential  conflict  of  interest 
concerning  the  gravity  of  the  loan.  The  remaining  board 
members  were  not  penalized,  as  they  acted  in 
ignorance  in  approving  the  loan  above  the  bank’s  legal 
lending  limit. 

7.  Bank  with  assets  of  $25  to  $50  million 

The  bank  paid  overdrafts  on  the  personal  and 
business  accounts  of  the  chairman  of  its  board  of 
directors  in  violation  of  12  USC  375  and  12  CFR  215.4 
and  215.5.  These  violations  were  repeated  after  a 
warning  that  such  action  would  call  for  Civil  Money 
Penalties. 

The  chairman  of  the  board  was  assessed  a  Civil 
Money  Penalty  of  $5,000. 

8.  Bank  with  assets  of  $25  to  $50  million 

Several  members  of  the  bank’s  board  of  directors  had 
violated  12  USC  375a  and  375b  and  12  CFR  215 
pertaining  to  loans  to  executive  officers.  These 
violations  had  been  the  subject  of  a  previous  Order  to 
Cease  and  Desist  with  which  the  bank  had  failed  to 
comply. 

Seven  of  the  board  members  were  assessed  Civil 
Money  Penalties  of  $22,850  each,  of  which  $1 ,000  was 
to  be  paid  immediately  to  the  Comptroller  of  the 
Currency  with  the  remainder  to  be  paid  either  to  the 
Comptroller  or  to  the  benefit  of  the  bank.  The  other 
board  member  was  assessed  a  penalty  of  $25,000,  with 
$5,000  payable  immediately  to  the  Comptroller  and 
$20,000  payable  either  to  the  Comptroller  or  to  the 
benefit  of  the  bank.  An  administrative  hearing 
concerning  the  assessment  is  pending. 

Administrative  Actions 

1 .  Bank  with  assets  of  $25  to  $50  million 

The  quality  of  the  bank's  loan  portfolio  has  deterio¬ 
rated  with  classified  assets  increasing  to  87  percent  of 
gross  capital  funds.  The  bank  had  weak  loan  supervi¬ 
sion  and  an  absence  of  satisfactory  lending  policies 
and  procedures.  The  bank  experienced  significant 
growth  during  the  past  2  years.  Because  of  loan  losses 
at  the  examination,  the  allowance  for  possible  loan 
losses  was  considered  to  be  inadequate,  as  well  as 
management’s  methods  of  determining  adequacy.  The 
bank’s  audit  function  was  considered  inadequate,  and 
several  violations  of  law  were  noted. 

A  Memorandum  of  Understanding  was  executed 
which  required  the  bank  to:  (1)  correct  violations  of  law 
including  those  detailed  in  the  consumer  section  of  the 
report  of  examination;  (2)  develop  a  program  to  elimi¬ 
nate  criticized  assets;  (3)  review  and  maintain  an  ade¬ 
quate  allowance  for  possible  loan  losses;  (4)  take  nec¬ 
essary  steps  to  obtain  current  and  satisfactory  credit 
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information;  (5)  review  and  revise  existing  lending  pol¬ 
icies;  (6)  provide  the  bank  with  a  new  and  capable 
senior  lending  officer;  and  (7)  develop  a  written  internal 
audit  program  and  determine  the  need  for  an  indepen¬ 
dent  internal  auditor  as  well  as  an  external  audit  pro¬ 
gram. 

2.  Bank  with  assets  of  less  than  $25  million 

The  growth  of  the  bank  has  been  rapid;  it  doubled  in 
size  in  3  years,  with  240  percent  growth  in  loans  in  the 
same  period.  Loan  losses  and  unsatisfactory  earnings 
strained  the  bank’s  capital  position.  Classified  assets 
were  high  at  96  percent  of  gross  capital  funds.  Loans 
not  supported  by  current  credit  information  and  overdue 
loans  exceeded  prudent  banking  standards  at  38  and  9 
percent  of  gross  loans,  respectively.  There  were  three 
violations  of  12  USC  84,  a  violation  of  12  USC  1 81 7(k) 
and  numerous  violations  of  31  CFR  103.33. 

A  Memorandum  of  Understanding  required  correction 
of  the  statutory  violations  and  required  procedures  be 
adopted  to  prevent  future  violations.  The  bank  agreed  to 
formulate  and  implement  written  programs  to:  (1)  elimi¬ 
nate  the  grounds  for  criticism  of  each  asset  criticized; 
(2)  provide  for  improved  collection  efforts;  (3)  maintain 
an  adequate  allowance  for  possible  loan  losses;  and  (4) 
provide  for  adequate  capital.  The  Memorandum  further 
required  adequate  capital  and  that  the  board  of  direc¬ 
tors  develop  and  submit  to  the  regional  administrator 
written  policies  governing  lending  and  liquidity,  asset 
and  liability  management. 

The  bank  was  required  to  obtain  current  and  satisfac¬ 
tory  information  on  all  loans  lacking  such  information 
and  was  to  refrain  from  granting  new  loans  until  such 
information  was  obtained.  The  bank  was  not  to  extend 
additional  credit  to  a  criticized  borrower  unless  the 
board  of  directors  determines  that  failure  to  extend  ad¬ 
ditional  credit  would  be  detrimental  to  the  bank.  The 
bank  was  also  to  implement  an  internal  audit  program 
and  correct  internal  control  deficiencies.  The  board  has 
agreed  to  report  monthly  to  the  regional  administrator  on 
actions  taken  to  rectify  matters  criticized  in  the  report  of 
examination,  actions  taken  to  comply  with  the  Memo¬ 
randum,  and  the  results  of  the  actions. 

3.  Bank  with  assets  of  $25  to  $50  million 

The  major  problems  confronting  this  bank  were  a 
deteriorated  loan  portfolio,  a  lack  of  proper  supervision 
and  an  earnings  stream  adversely  impacted  by  both  a 
high  cost  liability  structure  and  a  relatively  inflexible 
asset  structure.  Retention  of  earnings  could  not  be  ex¬ 
pected  to  significantly  augment  a  strained  capital  posi¬ 
tion  The  apparent  cause  of  these  problems  was  the 
absence  of  proper  supervision  by  the  directorate  and 
the  chief  executive  officer.  Factors  contributing  to  the 
development  of  loan  problems  included:  (1 )  absence  of 
an  adequate  loan  review  system;  (2)  excessive  reliance 
on  collateral  for  repayment;  (3)  excessive  renewals  and 
the  absence  of  realistic  repayment  programs;  and  (4) 
absence  of  effective  procedures  to  maintain  adequate 
financial  statements,  collateral  documentation,  and 
credit  file  memoranda.  The  lack  of  an  appropriate  funds 
management  policy  contributed  to  the  development  of 
an  imbalanced  asset/liability  structure,  which  resulted  in 


narrowed  interest  margins.  A  potential  criminal  violation 
was  disclosed  with  respect  to  a  director/vice  president 
and  resulted  in  his  departure  from  the  bank  subsequent 
to  the  examination. 

A  Memorandum  of  Understanding  required  the  board 
to  correct  all  violations  listed  in  the  report  of  examination 
and  implement  policies/procedures  to  prevent  their  re¬ 
currence.  Further,  the  board  was  required  to  analyze  the 
capabilities  of  present  management  and  staff,  particu¬ 
larly  in  the  lending  area.  The  bank  was  generally  re¬ 
stricted  from  advancing  additional  funds  to  criticized 
borrowers  unless  in  the  bank's  best  interests  and  the 
board  was  required  to  develop  a  written  collection  plan 
for  each  criticized  asset  over  $50,000  listed  in  the  report 
of  examination.  Written  policies  covering  the  areas  of 
problem  loan  identification/adequacy  of  the  allowance 
for  possible  loan  losses,  delinquent  loans,  concentra¬ 
tions  of  credit  and  funds  management  were  required  to 
be  established.  The  bank  was  also  to  refrain  from  ex¬ 
tending  credit  or  altering,  restructuring  or  renewing  any 
existing  loans  unless  in  conformance  with  the  bank's 
lending  policy.  The  board  was  additionally  required  to 
analyze  the  bank's  earnings  capacity  to  determine  the 
extent  to  which  short-term  and/or  rate-sensitive  funds 
were  being  utilized  to  support  longer  term  or  fixed  rate 
assets,  and  to  develop  a  profit  plan  designed  to  improve 
the  bank’s  earnings.  A  written  capital  plan  was  required 
to  be  developed  and  submitted  to  the  regional  admin¬ 
istrator  for  his  review.  Action  was  required  to:  (1)  act 
upon  recommendations  set  forth  by  the  bank's  external 
auditors;  (2)  strengthen  the  internal  audit  function;  and 
(3)  correct  internal  control  exceptions.  Finally,  the  board 
was  required  to  implement  a  code  of  conduct  for  all 
officers,  directors  and  employees. 

4.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  a  deterioration 
in  asset  quality,  violations  of  law,  ineffective  loan  super¬ 
vision,  poor  earnings,  eroding  capital,  deficiencies  and 
violations  in  compliance,  and  the  need  for  a  written 
funds  management  policy  and  improved  financial  plan¬ 
ning  and  budgeting.  Classified  assets  increased  from 
39  percent  to  56  percent  of  gross  capital  funds.  Vio¬ 
lations  of  12  USC  29,  72  and  375b(3)  and  12  CFR  215.4 
were  cited  in  the  examination  report. 

A  Formal  Agreement  required  the  bank  to  take  such 
actions  necessary  to  correct  each  violation  of  law,  rule 
or  regulation  cited  in  the  examination  report  and  to 
prevent  future  violations.  The  board  was  required  to 
develop  and  implement  a  program  designed  to  improve 
the  supervision  of  the  bank’s  loan  portfolio,  including 
procedures  preventing  violations  of  12  USC  375a  and 
375b  and  12  CFR  215.  The  board  was  required  to  con¬ 
duct  quarterly  reviews  of  the  adequacy  of  the  bank’s 
allowance  for  possible  loan  losses  in  order  to  maintain 
an  appropriate  allowance  and  to  formulate  a  3-year 
capital  plan.  The  board  was  required  to  develop  a  pro¬ 
gram  to  improve  and  sustain  earnings  and  to  revise  the 
bank’s  written  liquidity,  and  asset  and  liability  manage¬ 
ment  program.  In  addition,  the  board  was  required  to 
develop  and  adopt  a  consumer  compliance  program 
and  to  issue  bimonthly  reports  to  the  regional  admin¬ 
istrator  concerning  compliance  with  the  Agreement 
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5.  Bank  with  assets  of  $25  to  $50  million 

During  the  course  of  an  examination,  which  disclosed 
the  bank  to  be  in  a  relatively  sound  financial  condition, 
national  bank  examiners  discovered  significant  non- 
compliance  with  various  consumer  laws  and  regula¬ 
tions.  These  violations  stem  from  deficiencies  in  the 
bank's  internal  controls,  lack  of  adherence  by  bank  per¬ 
sonnel  to  established  policies  and  procedures,  and  in¬ 
adequate  internal  audit  procedures. 

A  Memorandum  of  Understanding  required  the  bank 
to  establish  a  compliance  program.  The  Memorandum 
required  the  appointment  of  a  compliance  officer  who 
was  to  develop  a  comprehensive  consumer  compliance 
program.  The  bank  was  required  to  institute  remedial 
measures  for  consumer  law  violations,  including  restitu¬ 
tion  for  certain  violations  of  the  Truth-in-Lending  Act  and 
submission  of  corrected  adverse  action  notices  and 
violations  of  Regulation  B  and/or  the  Fair  Credit  Report¬ 
ing  Act.  The  Memorandum  also  required  the  bank  to 
establish  as  part  of  its  consumer  compliance  program  a 
comprehensive  system  of  internal  controls  and  audit 
procedures  and  to  strengthen  its  audit  program. 

6.  Bank  with  assets  of  less  than  $25  million 

Subject  bank  was  added  to  the  Special  Projects  pro¬ 
gram  in  September  1981,  as  a  result  of  the  June  30, 
1981  report  of  examination  which  disclosed  a  high  level 
of  criticized  assets,  inadequate  documentation  pro¬ 
cedures,  poor  liability  management  practices  and  weak 
earnings.  The  senior  lending  officer  departed  during  the 
examination  which,  because  of  poor  credit  file  docu¬ 
mentation,  hampered  the  task  of  correcting  deficiencies 
in  the  lending  function.  Although  a  new  lending  officer 
was  subsequently  hired,  he  possesses  limited  loan  ex¬ 
perience.  The  president  and  chief  executive  officer  has 
primarily  a  consumer  lending  background.  All  of  these 
problems  have  been  exacerbated  by  a  lack  of  supervi¬ 
sion  by  the  board  of  directors. 

A  Formal  Agreement  required  correction  of  all  vio¬ 
lations  of  law  listed  in  the  report  of  examination  and  the 
development  of  policies  and  procedures  to  prevent  their 
recurrence.  The  bank  was  also  prohibited  from  extend¬ 
ing  additional  credit  to  criticized  borrowers  unless  the 
advance,  including  renewals  and  extensions,  was  ap¬ 
proved  by  a  majority  of  the  board  or  its  designated 
committee.  Further,  the  board  was  required  to  adopt 
and  implement  a  written  plan  to  eliminate  from  a  criti¬ 
cized  status  each  criticized  asset  in  excess  of  $15,000 
listed  in  the  report  of  examination,  and  was  to  review 
each  such  asset  on  at  least  a  quarterly  basis.  Quarterly 
reports  to  the  regional  administrator  was  required.  Un¬ 
der  the  Agreement,  the  board  was  expected  to  continue 
to  take  action  to  improve  the  bank’s  liquidity  position, 
including  the  expansion  of  the  existing  funds  manage¬ 
ment  policy  Further,  the  board  was  to  conduct  an  in- 
depth  review  of  the  management  needs  of  the  bank, 
with  particular  emphasis  to  the  lending  area.  All  credit 
file  information  and  collateral  documentation  deficien¬ 
cies  were  required  to  be  corrected,  with  a  60-day  report 
sent  to  the  regional  administrator  summarizing  actions 
taken  The  level  of  delinquencies  was  required  to  be 
reduced,  with  progress  reports  submitted  to  the  regional 
administrator  on  a  monthly  basis.  Additionally,  the 


board  was  required  to  conduct  an  analysis  of  the  bank’s 
earnings  capacity  and  adopt  a  plan  designed  to  in¬ 
crease  the  profitability  of  the  bank.  The  board  was  di¬ 
rected  to  develop  procedures  to  both  identify  problem 
loans  and  maintain  the  adequacy  of  the  allowance  for 
possible  loan  losses,  including  a  retroactive  review  of 
the  allowance  as  of  December  31 ,  1981.  The  board  was 
also  directed  to  develop  an  internal  audit  function  and 
employ  either  a  part  or  full-time  internal  auditor.  Finally, 
the  board  was  to  take  action  to  adopt  a  written  invest¬ 
ment  policy  previously  developed.  Quarterly  com¬ 
pliance  reports  on  the  Agreement  were  to  be  sent  to  the 
regional  administrator. 

7.  Bank  with  assets  of  less  than  $25  million 

Consumer  examinations  of  subject  bank  reflected 
nonexistent  or  poor  internal  controls  and  violations  of 
consumer  laws. 

A  Memorandum  of  Understanding  was  entered  into 
addressing  deficiencies  in  the  consumer  area.  The 
board  was  required  to:  (1)  appoint  a  compliance  com¬ 
mittee  to  monitor  adherence  to  provisions  of  the  Memo¬ 
randum;  (2)  develop  and  implement  a  consumer  com¬ 
pliance  program  containing  prescribed  procedures, 
which  was  also  to  be  submitted  to  the  regional  admin¬ 
istrator  for  comments;  (3)  initiate  procedures  to  comply 
with  the  reimbursement  provisions  of  Section  608  of  the 
Truth-in-Lending  Simplification  and  Reform  Act;  (4)  im¬ 
mediately  correct  all  internal  control  deficiencies  and 
each  violation  of  law,  rule  or  regulation  cited  in  the 
report;  (5)  effect  a  reassignment  of  duties  which  en¬ 
sured  that  the  consumer  compliance  officer  devoted 
sufficient  time  to  compliance  efforts;  (6)  develop  a  writ¬ 
ten  statement  of  authority  and  duties  for  the  compliance 
officer,  which  includes  minimally  prescribed  informa¬ 
tion;  and  (7)  correct  certain  violations  of  the  Equal  Credit 
Opportunity  Act  by  mailing  notices  to  affected  custom¬ 
ers. 

8.  Bank  with  assets  of  less  than  $50  million 

An  examination  of  the  bank  disclosed  serious  deterio¬ 
ration  in  asset  quality,  violations  of  law,  ineffective  loan 
supervision,  high  past  due  loans,  a  disproportionate 
volume  of  both  credit  and  collateral  documentation  ex¬ 
ceptions  and  insider  abuses.  Classified  assets  rose 
from  55  to  141  percent  of  gross  capital  funds.  The 
bank's  overdraft  policy  was  subject  to  criticism.  Addi¬ 
tionally,  the  bank  lacks  effective  written  policies  in  lend¬ 
ing,  the  allowance  for  possible  loan  losses,  funds  man¬ 
agement  and  personnel.  Violations  of  12  USC  84  and 
375  and  12  CFR  7.3020  and  215  were  cited  in  the 
consumer  compliance  examination  report. 

A  Formal  Agreement  required  the  bank  to  take  such 
actions  necessary  to  correct  each  violation  of  law,  rule 
or  regulation  and  to  prevent  future  violations.  The  board 
was  required  to  formulate  and  adopt  a  plan  which  would 
strengthen  loan  portfolio  supervision.  The  board  was 
required  to  create  written  policies  dealing  with  person¬ 
nel  administration  and  overdraft  management.  The 
Agreement  required  the  bank  to  refrain  from  extending 
additional  credit  to  any  borrower  whose  loan  was  criti¬ 
cized.  The  board  was  required  to  obtain  and  maintain 
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current  credit  information  on  all  loans  and  to  conduct 
quarterly  reviews  on  the  adequacy  of  the  bank’s  allow¬ 
ance  for  possible  loan  losses.  In  addition,  the  board 
was  required  to  review  and  revise  the  bank's  written 
liquidity  and  asset  and  liability  management  program 
and  to  formulate  a  3-year  capital  plan.  The  board  was 
required  to  determine  the  need  for  a  formal  internal  audit 
program,  to  develop  procedures  to  monitor  compliance 
with  all  consumer  laws,  rules  and  regulations  and  to 
submit  monthly  reports  to  the  regional  administrator 
concerning  compliance  with  the  agreement. 

9.  Bank  with  assets  of  $50  to  $100  million 

The  general  examination  of  the  bank  disclosed  prob¬ 
lems  in  loan  administration,  funding,  and  management 
and  supervision.  Classified  assets  and  loans  unsup¬ 
ported  by  current  credit  information  are  excessive  and 
trends  are  deteriorating. 

A  Memorandum  of  Understanding  required  the  cor¬ 
rection  of  all  violations  of  law  and  the  protection  of  the 
bank's  position  relative  to  classified  assets  by  restricting 
extensions  of  credit  to  classified  borrowers.  The  bank 
was  required  to  obtain  financial  documentation,  review 
the  adequacy  of  the  allowance  for  possible  loan  losses 
and  evaluate  the  adequacy  of  existing  management 
and  staff,  as  well  as  amend  the  funds  management 
policy  and  correct  EDP  deficiencies.  The  Memorandum 
required  compliance  with  fair  credit  reporting  laws  and 
the  development  of  a  consumer  compliance  program. 

10.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  a  deterioration  in 
asset  quality,  violations  of  law,  rule  and  regulation,  inef¬ 
fective  loan  supervision,  staffing  deficiencies,  low  levels 
of  liquidity,  uncontrolled  funds  management  and  only  a 
marginally  adequate  allowance  for  possible  loan  losses. 
The  consumer  report  disclosed  numerous  violations  of 
law  and  technical  noncompliance  with  the  Community 
Reinvestment  Act;  as  well  as  the  need  for  improved 
internal  controls.  Additional  problems  include  the  need 
for  revised  loan  and  investment  policies  and  develop¬ 
ment  of  written  policies  covering  funds  management 
and  the  allowance  for  possible  loan  losses.  Deteriora¬ 
tion  in  asset  quality  is  principally  due  to  an  aggressive 
lending  policy  coupled  with  ineffective  loan  supervision 
and  a  sluggish  economy.  Violations  of  12  USC  84  and 
25a;  12  CFR  1.8  and  215.7;  and  31  CFR  103.33  were 
cited  in  the  examination  report. 

A  Memorandum  of  Understanding  required  the  bank 
to  correct  each  violation  of  law,  rule  and  regulation 
which  was  cited  in  the  examination  report.  In  order  to 
prevent  future  violations,  the  bank  was  also  required  to 
instruct  its  officers  and  employees  in  the  requirements  of 
pertinent  provisions  of  banking  statutes  and  regulations 
concerning  the  operations  of  the  bank.  The  bank  was 
ordered  to  adopt  programs  to  supplement  and 
strengthen  the  management  of  its  lending  and  opera¬ 
tions  functions;  to  improve  its  loan  administration  and 
supervision,  including  the  elimination  of  criticized  loans, 
to  establish  and  maintain  an  adequate  allowance  for 
possible  loan  losses  and  to  establish  a  written  liquidity, 
asset,  and  liability  management  policy.  The  Memoran¬ 
dum  required  the  bank's  board  of  directors  to  obtain 


current  and  adequate  credit  information  on  all  loans,  to 
correct  all  collateral  exceptions  which  were  cited  in  the 
examination  report  and  to  obtain  complete  documenta¬ 
tion  on  all  extensions  of  credit.  The  bank  was  prohibited 
from  extending  additional  advances  on  classified  cred¬ 
its  and  from  granting  any  new  loans  for  which  the  taking 
of  collateral  is  not  perfected.  The  Memorandum  di¬ 
rected  the  board  to  formulate  a  3-year  financial  plan 
designed  to  maintain  the  bank's  capital  at  an  adequate 
level,  as  well  as  to  develop  and  implement  a  written 
program  to  establish  adequate  internal  controls  and 
correct  those  internal  control  deficiencies  which  were 
cited  in  the  examination  report.  A  plan  for  a  written 
internal  audit  and  audit  control  program  was  required  by 
the  Memorandum,  as  was  the  revision  of  the  bank's 
investment  policy.  The  board  was  to  develop  and  adopt 
a  consumer  compliance  program  designed  to  ensure 
that  the  bank  is  operated  in  compliance  with  consumer 
protection  laws,  rules,  and  regulations.  In  addition,  the 
board  was  required  to  submit  bimonthly  reports  to  the 
regional  administrator  detailing  the  action  taken  to  cor¬ 
rect  the  violations  and  deficiencies  which  were  cited  in 
the  examination  report. 

11.  Bank  with  assets  of  less  than  $25  million 

The  consumer  affairs  examination  reflected  numerous 
violations  of  law  and/or  regulation  and  poor  corrective 
action.  The  chief  executive  officer  was  noted  to  have  a 
nonchalant  attitude  and  did  not  support  efforts  to  cor¬ 
rect  the  violations.  Training  efforts  were  insufficient  and 
internal  controls  were  poor.  The  previous  commercial 
examination  (conducted  one  year  earlier)  reflected  de¬ 
teriorating  trends  in  asset  quality  and  earnings. 

A  Memorandum  of  Understanding  was  entered  into 
addressing  deficiencies  in  the  consumer  area.  The 
board  was  required  to:  (1)  appoint  a  compliance  com¬ 
mittee  to  monitor  adherence  with  provisions  of  the  Mem¬ 
orandum  and  submit  periodic  progress  reports  to  the 
board  of  directors  and  regional  administrator;  (2)  de¬ 
velop  and  submit  to  the  regional  administrator  for  com¬ 
ment  a  comprehensive  consumer  compliance  program; 
and  (3)  initiate  procedures  to  comply  with  the  reim¬ 
bursement  provisions  of  the  Truth-in-Lending  Simplifica¬ 
tion  and  Reform  Act.  The  bank  was  required  to  (1) 
correct  all  internal  control  deficiencies  and  each  vio¬ 
lation  of  law,  rule  or  regulation  cited  in  the  report  of 
examination;  (2)  set  forth  in  writing  the  authority  and 
duties  of  the  consumer  compliance  officer;  and  (3)  cor¬ 
rect  certain  violations  of  the  Equal  Credit  Opportunity 
Act  and  the  Fair  Credit  Reporting  Act  by  providing  spec¬ 
ified  information  to  affected  customers. 

12.  Bank  with  assets  of  $50  to  $100  million 

The  bank  had  a  high  volume  of  losses,  classified 
assets,  delinquent  loans  and  loans  not  supported  by 
satisfactory  credit  information.  Inaccurate  internal  loan 
reports  were  present,  and  repayment  programs  were 
lacking.  The  commercial  lending  area  was  under¬ 
staffed.  Resignation  of  experienced  officers  had  re¬ 
cently  occurred  and  the  remaining  officers,  with  the 
exception  of  the  president,  were  inexperienced  The 
bank  had  a  net  loss  during  1981  of  approximately 
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$100,000  Losses  had  negative  impact  on  the  allow¬ 
ance  for  possible  loan  losses  and  capital. 

A  Formal  Agreement  required  the  bank  to:  (1 )  appoint 
a  compliance  committee;  (2)  perform  a  study  of  current 
management;  (3)  hire  a  senior  lending  officer;  (4)  review 
and  amend  lending  policies  and  procedures;  (5)  imple¬ 
ment  an  internal  loan  review  system;  (6)  obtain  current 
and  complete  credit  information;  (7)  eliminate  the 
grounds  of  criticism  of  assets;  (8)  improve  collection 
efforts,  charge-off  procedures  and  nonaccrual  loan  pol¬ 
icies;  (9)  review  and  maintain  an  adequate  allowance  for 
possible  loan  losses;  (10)  adopt  a  formal  funds  man¬ 
agement  policy;  (11)  formulate  a  3-year  capital  plan; 
and  (12)  correct  all  other  remaining  violations  of  law. 

13.  Bank  with  assets  of  $100  to  $250  million 

The  bank  had  weaknesses  in  the  areas  of  manage¬ 
ment,  asset  quality  and  earnings  and  capital,  along  with 
serious  asset  problems,  inexperienced  management, 
weak  earnings  and  inadequate  capital.  Asset  problems 
were  centered  in  real  estate.  Loan  administration  was 
weak  and  policies  were  not  communicated  to  the  staff. 
Liquidity  was  limited,  with  the  bank  in  a  heavy  liability 
sensitive  position.  Additionally,  three  of  the  five  senior 
management  team  members  resigned.  Current  owners 
contracted  to  sell  the  bank  and  the  buyers  agreed  to 
furnish  any  required  capital.  Buyers  were  acquainted 
with  problems  of  the  bank  and  were  willing  to  take 
positive  steps  to  improve  the  condition. 

A  Formal  Agreement  required  the  bank  to:  (1)  elimi¬ 
nate  the  grounds  of  criticism  of  assets;  (2)  strictly  com¬ 
ply  with  the  provisions  of  12  USC  29  and  12  CFR 
7.3025;  (3)  correct  all  consumer  violations  of  law;  (4) 
review  and  amend  written  lending  policies  and  pro¬ 
cedures;  (5)  review  and  amend  the  internal  loan  review 
system;  (6)  review  and  maintain  an  adequate  allowance 
for  possible  loan  losses;  (7)  perform  a  study  of  manage¬ 
ment  needs;  (8)  inject  primary  capital  to  achieve  a  capi¬ 
tal/asset  ratio  of  7  percent;  (9)  restrict  dividends,  except 
with  the  prior  approval  of  the  regional  administrator;  (10) 
develop  and  implement  an  asset  and  liability  manage¬ 
ment  plan;  (1 1 )  develop  a  strategy  to  improve  earnings 
and  profitability;  (12)  improve  and  strengthen  the  inter¬ 
nal  audit  function;  and  (13)  correct  all  violations  of  trust 
law. 

14.  Bank  with  assets  of  $50  to  $100  million 

The  bank  operated  under  a  Memorandum  of  Under¬ 
standing  until  September  1980,  primarily  because  of 
poor  loan  administration  and  poor  portfolio  quality.  Sub¬ 
sequent  examination  showed  the  bank’s  asset  quality 
and  management  problems  to  be  continuing.  The 
board  was  ineffective  in  its  proper  monitoring  of  the 
bank's  operations.  Supervision  of  credits  was  ineffec¬ 
tive,  extensions  of  credit  were  too  liberal,  poorly  struc¬ 
tured  and  relied  upon  collateral  as  opposed  to  cash 
flow  Additionally,  the  bank  did  not  have  enough  lending 
officers  because  of  resignations. 

A  Formal  Agreement  required  the  bank  to:  (1)  correct 
all  violations  of  law;  (2)  review  and  amend  lending  pol¬ 
icies  and  procedures;  (3)  establish  a  quarterly  loan 
portfolio  review;  (4)  eliminate  the  grounds  of  criticism  of 
assets;  (5)  review  and  maintain  an  adequate  allowance 
for  possible  loan  losses;  and  (6)  perform  a  study  of 


current  management  and  staff  and  fill  all  needed  posi¬ 
tions. 

15.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  problems  resulted  from  lax  supervision  by 
the  board  and  poor  administration  by  the  former  presi¬ 
dent.  These  problems  were  recently  exacerbated  by  a 
severe  downturn  in  the  local  economy.  Examination  re¬ 
vealed  that  classified  assets  equalled  66  percent  of 
gross  capital  funds  and  that  losses  were  heavy.  Collat¬ 
eral  and  credit  documentation  was  poor  and  a  loan 
review  system  was  lacking.  Losses  in  previous  years 
and  in  the  current  period  had  eroded  capital  and  ren¬ 
dered  the  allowance  for  possible  loan  losses  inade¬ 
quate.  Internal  controls  and  the  audit  function  were  un¬ 
satisfactory.  Violations  of  law  were  noted,  including  one 
of  the  lending  limit  involving  a  classified  line.  Com¬ 
pliance  in  the  consumer  affairs  area  was  unsatisfactory, 
including  repeat  violations  and  overcharges. 

A  Formal  Agreement  was  executed  requiring  correc¬ 
tion  of  violations  of  law  and  regulation,  procedures  to 
preclude  future  violations,  programs  to  strengthen  criti¬ 
cized  assets,  compliance  with  loan  policy,  adequate 
credit  information  prior  to  extension  of  credit  and  im¬ 
proved  collection  efforts.  Other  areas  include  reviews  of 
the  allowance  for  possible  loan  losses,  institution  of  a 
systematic  loan  review,  formalization  of  a  funds  man¬ 
agement  policy,  development  of  a  written  3-year  capital 
plan  supported  by  a  profit  plan,  correction  of  deficien¬ 
cies  in  internal  audit  and  internal  controls  and  an  annual 
opinionated  external  audit.  Actions  in  the  consumer 
area  include  evaluation  of  the  consumer  compliance 
staff,  revision  of  consumer  compliance  plans  and  pol¬ 
icies,  development  of  a  consumer  compliance  program, 
notification  and  reimbursement  under  12  CFR  226. 
Compliance  reports  on  a  60-day  basis  are  required. 

16.  Bank  with  assets  of  less  than  $25  million 

Poor  agriculture  and  economic  conditions  and  im¬ 
proper  credit  administration  resulted  in  a  deteriorated 
asset  condition  of  the  bank.  Classified  assets  equalled 
93  percent  of  gross  capital  funds.  Other  assets  es¬ 
pecially  mentioned  were  another  36  percent  of  gross 
capital  funds.  Loans  not  supported  by  current  credit 
information  and  collateral  documentation  were  exces¬ 
sive  at  43  percent  of  gross  loans.  One  violation  of  12 
USC  84,  one  violation  of  1 2  USC  375a  and  one  violation 
of  12  CFR  215  were  cited. 

A  Memorandum  of  Understanding  required  correction 
of  the  statutory  violations  and  required  procedures  to  be 
adopted  to  prevent  future  violations.  The  bank  agreed  to 
formulate  and  implement  written  procedures  to  elimi¬ 
nate  the  grounds  of  criticism  of  each  criticized  asset. 
The  Memorandum  further  required  that  the  board  take 
efforts  to  maintain  satisfactory  credit  information  and 
collateral  documentation  on  all  loans  lacking  such  infor¬ 
mation  and  on  all  new  extensions  of  credit,  establish 
procedures  to  comply  with  the  lending  policy  and  con¬ 
duct  a  quarterly  review  of  the  allowance  for  possible 
loan  losses  to  ensure  its  adequacy.  The  board  was  also 
required  to  develop  and  submit  to  the  regional  admin¬ 
istrator  written  guidelines  for  liquidity,  asset  and  liability 
management,  investments  and  an  audit  program. 
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17.  Bank  with  assets  of  $25  to  $50  million 

Poor  board  and  management  supervision  resulted  in 
a  high  level  of  classified  assets  (equal  to  90  percent  of 
gross  capital  funds).  Heavy  loan  losses  and  a  substan¬ 
tial  loan  loss  provision  had  significantly  reduced  earn¬ 
ings.  Credit  and  collateral  documentation  exceptions 
were  considered  high  The  bank  violated  its  legal  lend¬ 
ing  limit  and  had  excessive  loans  to  insiders. 

A  Memorandum  of  Understanding  required  correction 
of  the  violations  of  law  and  the  adoption  of  procedures 
to  prevent  recurrence.  The  board  agreed  to  formulate 
and  implement  written  programs  to:  (1)  eliminate  all 
assets  from  criticized  status;  (2)  maintain  an  adequate 
allowance  for  possible  loan  losses;  and  (3)  obtain  and 
maintain  necessary  credit  and  collateral  documenta¬ 
tion.  The  bank  also  agreed  to  hire  a  new  loan  admin¬ 
istration  officer  to  be  responsible  for  the  lending  func¬ 
tion  and  formulate  and  monitor  written  investment,  asset 
and  liability  and  liquidity  policies. 

18.  Bank  with  assets  of  $25  million 

The  examination  of  this  bank  disclosed  a  financial 
institution  undergoing  a  period  of  consolidation  and 
retrenchment  in  order  to  effectively  deal  with  an  unusual 
volume  of  marginal  lending  relationships.  Loan  admin¬ 
istration  weaknesses  previously  cited  remain  uncor¬ 
rected.  Remedial  measures  have  been  few  in  number 
and  ineffective.  A  lackluster  earning  pattern  posted  over 
the  past  several  years  continues. 

A  Memorandum  of  Understanding  was  entered  into 
with  the  bank.  The  primary  area  covered  by  the  Memo¬ 
randum  was  loan  administration,  personnel  and  pol¬ 
icies.  The  bank  agreed  to  set  up  a  compliance  commit¬ 
tee  to  evaluate  and  make  recommendations  to  the 
board  on  the  number  and  competency  of  loan  person¬ 
nel  and  loan  policies  to  reduce  current  and  future  criti¬ 
cized  assets,  credit  data  deficiencies  and  other  related 
matters. 

19.  Bank  with  assets  of  less  than  $25  million 

Weak  loan  administration  and  supervision  coupled 
with  depressed  economic  conditions  in  the  commercial 
and  agricultural  sectors  are  the  primary  causes  for  the 
substantial  deterioration  that  is  reflected  in  the  examina¬ 
tion.  Criticized  assets  equal  101  percent  of  gross  capi¬ 
tal  funds.  Losses  amounted  to  $1 79,000.  Delinquencies 
of  6.2  percent  include  loans  placed  in  non-accrual  sta¬ 
tus  of  $311,000,  or  2.4  percent.  The  poor  condition  of 
the  loan  portfolio  necessitated  a  loan  loss  provision  of 
about  $200,000.  Loans  not  supported  by  current  and 
satisfactory  credit  information  have  exceeded  12  per¬ 
cent  of  total  loans  for  the  last  three  examinations;  16 
percent  at  this  examination.  Two  violations  of  1 2  USC  84 
were  cited. 

A  Formal  Agreement  requires  the  bank  to:  (1 )  correct 
all  violations  of  law,  (2)  take  prompt  action  to  protect  its 
interests  with  respect  to  criticized  assets,  (3)  not  extend 
additional  credit  to  classified  borrowers  unless  in  the 
best  interest  of  the  bank  and  with  prior  written  board 
approval,  (4)  adopt  a  written  collection  program,  (5) 
obtain  satisfactory  credit  and  collateral  documentation, 
(6)  review  the  adequacy  of  the  reserve  for  possible  loan 
losses,  (7)  adopt  procedures  to  assure  compliance  with 


written  policy,  (8)  adopt  a  written  investment  policy,  (9) 
adopt  a  funds  management  policy,  (10)  prepare  a  capi¬ 
tal  plan,  (1 1)  correct  internal  control  and  audit  deficien¬ 
cies,  and  (12)  review  the  sufficiency  of  the  present  of¬ 
ficer  staff. 

20.  Bank  with  assets  of  $50  to  $100  million 

The  bank  suffered  from  poor  management  and  in¬ 
sider  abuse;  resulting  in  a  high  level  of  classified  assets 
(equal  to  75  percent  of  gross  capital  funds).  Insider 
transactions  comprised  35  percent  of  criticized  assets, 
and  violated  the  law  because  of  preferential  treatment. 
Heavy  loan  losses  and  a  substantial  loan  loss  provision 
have  depleted  earnings.  Credit  and  collateral  documen¬ 
tation  exceptions  were  considered  high.  No  internal  au¬ 
dit  program  was  in  effect. 

A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  of  law  and  the  adoption  of  procedures  to  prevent 
future  violations.  The  board  agreed  to  formulate  and 
implement  written  programs  to:  (1)  eliminate  all  assets 
from  criticized  status,  (2)  maintain  an  adequate  allow¬ 
ance  for  possible  loan  losses,  and  (3)  obtain  and  main¬ 
tain  necessary  credit  and  collateral  documentation.  The 
loan  policy  was  to  be  revised  and  policies  drafted  for 
investments  and  liquidity,  asset  and  liability  manage¬ 
ment.  A  5-year  capital  plan  was  to  be  formulated,  pri¬ 
mary  capital  was  to  be  maintained  at  an  adequate  level 
and  an  internal  audit  implemented. 

21.  Bank  with  assets  of  $25  to  $50  million 

A  specialized  examination  revealed  a  increasingly 
high  level  of  classified  assets,  generally  weak  credit 
administration  and  poor  earnings  as  a  result  of  large 
loan  losses.  Capital  is  currently  adequate  but  in  light  of 
loan  loss  potential,  earnings  may  not  be  sufficient  to 
support  management’s  capital  growth  projections. 

A  Formal  Agreement  required:  (1 )  the  protection  of  the 
bank’s  position  relative  to  classified  assets;  (2)  the  ob¬ 
taining  of  satisfactory  credit  information  and  collateral 
documentation;  (3)  the  continuation  of  quarterly  reviews 
of  the  allowance  for  possible  loan  losses;  (4)  the  adop¬ 
tion  of  procedures  to  ensure  compliance  with  the  bank's 
written  lending  policy;  (5)  the  hiring  of  a  new.  capable 
senior  lending  officer;  (6)  the  analysis  of  present  and 
future  capital  needs  and  development  of  a  long-range 
capital  plan;  and  (7)  the  engagement  of  an  independent 
certified  public  accounting  firm  to  conduct  a  compre¬ 
hensive  audit.  This  Agreement  replaces  a  previous 
Agreement  which  did  not  require  a  senior  lending  of¬ 
ficer. 

22.  Bank  with  assets  of  less  than  $25  million 

Criticized  assets  equaled  88  percent  of  gross  capital 
funds  and  deficiencies  in  loan  administration  combined 
with  external  factors  resulted  in  an  additional  $1  million 
in  criticized  loans  at  the  recent  examination.  Past  due 
loans  at  6.8  percent  were  excessive,  along  with  the  level 
of  loans  not  supported  by  satisfactory  credit  informa¬ 
tion.  The  bank’s  problem  loan  identification  system  is 
inadequate.  Informal  funds  management  policies  have 
resulted  in  inadequate  sources  of  funds  to  meet  antici¬ 
pated  needs  The  chairman  of  the  board’s  compensa¬ 
tion  was  not  warranted. 
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A  Formal  Agreement  required:  (1)  the  correction  of 
violations  of  law;  (2)  the  protection  of  the  bank's  position 
relative  to  classified  assets;  (3)  the  adoption  of  a  written 
program  to  improve  collection  efforts;  (4)  the  obtaining 
of  satisfactory  credit  information;  (5)  a  review,  on  at  least 
a  quarterly  basis,  of  the  bank’s  loan  portfolio  to  identify 
problem  loans;  (6)  the  quarterly  review  of  the  allowance 
for  possible  loan  losses;  (7)  the  revision  of  existing  lend¬ 
ing  policy;  (8)  the  adoption  and  implementation  of  a 
written  liquidity  and  asset  liability  management  policy; 
(9)  the  correction  of  internal  control  and  audit  deficien¬ 
cies;  and  (10)  the  definition  of  the  duties  and  respon¬ 
sibilities  of  senior  management  and  development  of  a 
compensation  plan  for  each  individual. 

23.  Bank  with  assets  of  $50  to  $100  million 

Loan  administration  was  weak  and  asset  quality  was 
declining.  The  bank  was  operating  without  a  written 
loan  policy.  The  senior  member  of  the  lending  staff 
resigned  shortly  before  the  commencement  of  the  ex¬ 
amination.  Losses  had  reduced  the  allowance  for  possi¬ 
ble  loan  losses  to  an  inadequate  level.  Earnings  were 
down.  Policies  in  the  areas  of  insider  relationships,  the 
investment  portfolio,  internal  controls,  audit  programs 
and  funds  management  were  either  weak  or  nonexis¬ 
tent.  Many  loans  were  not  supported  by  complete  credit 
information. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  correct  violations  of  law  in  both  the  commercial 
and  consumer  areas;  (2)  eliminate  grounds  for  criticism 
of  assets;  (3)  maintain  credit  information;  (4)  correct 
collateral  exceptions;  (5)  review  and  amend  lending 
policies  and  procedures;  (6)  formulate  an  internal  loan 
review  system;  (7)  hire  a  loan  administration  officer;  (8) 
review  and  maintain  an  adequate  allowance  for  possible 
loan  losses;  (9)  adopt  an  investment  policy;  (10)  review 
and  revise  guidelines  for  asset/liability  management; 
(1 1)  prepare  a  complete  yearly  budget;  (12)  develop  an 
audit  program;  and  (13)  hire  an  auditor. 

24.  Bank  with  assets  of  less  than  $50  million 

The  bank  had  operated  under  an  Order  to  Cease  and 
Desist  since  August  1980.  Compliance  was  minimal. 
The  bank  was  sold  in  1982.  Substantial  and  severe 
problems  in  the  bank  continued  to  exist  at  the  time  of 
sale  including  inadequate  capital  and  allowance  for 
possible  loan  losses  and  ineffective  liquidity  and  asset- 
liability  management  policies. 

An  Amended  Order  to  Cease  and  Desist  required  the 
bank  to:  (1)  augment  its  capital;  (2)  adopt  and  imple¬ 
ment  a  liquidity  and  asset-liability  management  policy; 
(3)  review  quarterly  its  allowance  for  possible  loan 
losses  and  remedy  deficiencies;  and  (4)  review  and 
revise  its  lending  policies. 

25.  Bank  with  assets  of  $25  to  $50  million 

High  loan  losses  and  poor  interest  margins  adversely 
impacted  the  bank’s  profitability.  Poor  funds  manage¬ 
ment  resulted  in  significant  market  value  depreciation  in 
the  investment  portfolio  (to  135  percent  of  gross  capital 
funds)  and  a  highly  imbalanced  rate  sensitivity  position. 
Declining  trends  in  asset  quality  were  noted,  along  with 
violations  of  consumer  laws. 

A  Formal  Agreement  required  the  board  to  formulate 
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written  programs  to:  (1)  eliminate  all  loans  from  criti¬ 
cized  status,  (2)  improve  collection  efforts  and  reduce 
the  level  of  delinquent  loans,  (3)  maintain  an  adequate 
allowance  for  possible  loan  losses  and  (4)  improve  and 
sustain  the  bank’s  earnings.  The  lending  policy  was  to 
be  revised  and  policies  drafted  for  liquidity,  asset  and 
liability  management;  investments;  and  capital  ade¬ 
quacy.  The  Agreement  required  correction  of  the  con¬ 
sumer  violations  and  safeguards  to  prevent  recurrence 
of  the  violations. 

26.  Bank  with  assets  of  $50  to  $100  million 

A  lengthy  history  of  unsatisfactory  earnings  com¬ 
bined  with  excessive  dividend  payouts  left  the  bank 
with  an  unacceptable  level  of  primary  capital.  Return  on 
assets  was  in  a  state  of  decline.  Consumer  violations 
were  present. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1 )  prepare  a  written  program  to  improve  and  sustain 
earnings;  (2)  formulate  a  3-year  capital  plan,  including  a 
capital  injection;  (3)  curtail  dividends;  and  (4)  correct  all 
violations  of  law. 

27.  Bank  with  assets  of  $25  to  $50  million 

A  specialized  examination  identified  significant  over¬ 
all  asset  deterioration  and  poor  earnings  performance 
precipitated  by  the  imprudent  and  unsound  lending 
practices  of  the  former  president  of  the  bank.  Classified 
assets  totaled  66  percent  of  gross  capital  funds  with  an 
additional  23  percent  listed  as  other  assets  especially 
mentioned.  Additionally,  credit/collateral  documentation 
exceptions  were  excessive,  representing  23  percent  of 
gross  loans.  Proper  loan  portfolio  management  under 
the  former  president  was  nonexistent  and  the  bank’s 
earnings  were  adversely  impacted  due  to  loan  losses. 
Violations  of  national  banking  law  pertaining  to  both  the 
commercial  and  consumer  areas  of  the  bank  were  cited. 

A  Memorandum  of  Understanding  required  the  board 
to  formulate  and  implement  written  programs  designed 
to  eliminate  all  grounds  of  criticism  within  the  report  of 
examination.  The  bank  was  required  to  revise  its  lend¬ 
ing,  asset/liability,  and  investment  policies;  correct  vio¬ 
lations  of  law,  including  insider  transactions;  adopt  an 
audit  program,  internal  controls  and  a  budget;  and  re¬ 
view  and  maintain  an  adequate  allowance  for  possible 
loan  losses. 

28.  Bank  with  assets  of  $50  to  $100  million 

Classified  loans  equalled  80  percent  of  gross  capital 
funds.  Poor  supervision  of  the  loan  portfolio  manifested 
itself  in  loans  not  supported  by  current  credit  informa¬ 
tion  and  overdue  loans.  The  allowance  for  possible  loan 
losses  was  inadequate  and  earnings  were  in  a  state  of 
decline.  Operating  profit  was  down.  An  excessive 
amount  of  trading  was  occurring  within  the  bank's  in¬ 
vestment  portfolio. 

A  Memorandum  of  Understanding  required  the  bank 
to:  (1)  appoint  a  compliance  committee;  (2)  correct 
violations  of  law  in  both  the  consumer  and  commercial 
area;  (3)  perform  a  study  of  current  management;  (4) 
review  and  amend  lending  policies;  (5)  formulate  an 
internal  loan  review  system  to  identify  problem  loans;  (6) 
eliminate  criticisms  of  assets;  (7)  stop  making  loans  to 
borrowers  whose  credit  lines  were  already  classified;  (8) 


improve  collection  efforts;  (9)  review  and  maintain  an 
adequate  allowance  for  possible  loan  losses;  (10)  re¬ 
view  and  amend  investment  policies;  (11)  develop  a 
program  to  improve  earnings;  (12)  develop  a  funds 
management  program;  and  (13)  develop  and  imple¬ 
ment  a  consumer  compliance  program. 

29.  Bank  with  assets  of  less  than  $25  million 

The  examination  of  the  bank  disclosed  a  serious  de¬ 
terioration  in  asset  quality,  violations  of  law,  ineffective  or 
lax  loan  supervision,  and  need  for  an  internal  loan  re¬ 
view  program.  Classified  totals  rose  from  $669,000  to 
$1,506,000,  or  from  38  to  71  percent  of  gross  capital 
funds  since  the  prior  examination.  Loan  losses  reduced 
the  allowance  for  possible  loan  losses  to  an  inadequate 
level,  which  was  partially  restored  during  the  examina¬ 
tion.  The  deterioration  in  the  bank's  condition  is  at¬ 
tributed  to  both  inadequate  loan  supervision  and  a 
faltering  agricultural  economy.  In  addition,  the  bank 
lacks  an  adequate  written  funds  management  policy. 
The  earnings  of  past  years  have  been  good  but  tem¬ 
porarily  distorted  due  to  conversion  from  a  cash  to  an 
accrual  accounting  system.  The  bank  has  been  ade¬ 
quately  capitalized.  The  examination  report  cited  vio¬ 
lations  of  12  USC  84  and  375. 

A  Memorandum  of  Understanding  required  the  bank 
to  correct  each  violation  of  law  which  was  cited  in  the 
examination  report,  as  well  as  to  instruct  its  officers  and 
employees  in  the  requirements  of  pertinent  provisions  of 
banking  statutes  and  regulations  in  order  to  prevent 
future  violations.  The  bank's  board  of  directors  was  re¬ 
quired  to  develop  and  implement  a  written  program  to 
improve  the  administration  and  supervision  of  the  bank’s 
loan  portfolio.  Such  a  program  was  required  to  include  a 
review  and  revision  of  the  bank's  lending  policy  and 
adequacy  of  its  lending  staff,  procedures  for  eliminating 
from  criticized  status  those  loans  criticized  in  the  exam¬ 
ination  report,  improvements  in  the  bank’s  procedures 
for  loan  collection,  and  specific  procedures  to  improve 
the  bank’s  internal  loan  review  program  in  order  to  iden¬ 
tify  and  correct  problem  credits.  The  board  was  also 
required  to  establish  a  program  for  the  maintenance  of 
an  adequate  allowance  for  possible  loan  losses  and  the 
quarterly  review  thereof,  as  well  as  to  revise  the  bank’s 
written  liquidity,  asset,  and  liability  management  pro¬ 
gram.  The  Memorandum  of  Understanding  prohibited 
the  bank  both  from  loaning  additional  advances  on  criti¬ 
cized  assets  and  from  renewing  or  extending  loans 
without  the  collection  of  accrued  interest  due  to  the 
bank,  unless  in  the  best  interests  of  the  bank.  The  board 
was  also  required  to  submit  monthly  progress  reports  to 
the  regional  administrator  detailing  the  actions  taken  by 
the  bank  to  correct  the  deficiencies  and  violations 
which  were  cited  in  the  examination  report. 

30.  Bank  with  assets  of  less  than  $50  million 

Classified  assets  equalled  95  percent  of  gross  capital 
funds,  a  dramatic  rise  from  the  previous  level  of  16 
percent.  Loans  classified  as  doubtful  equalled  48  per¬ 
cent  of  gross  capital  funds.  Loan  supervision,  credit 
and  collateral  support  and  the  allowance  for  possible 
loan  losses  were  considered  inadequate.  There  was  no 
internal  loan  review  program,  and  the  bank  also  lacked 


an  effective  funds  management  policy  and  long-range 
capital  plan.  Violations  of  12  USC  84,  12  CFR  7.3025, 
and  31  CFR  103  were  also  cited. 

A  Formal  Agreement  required  the  bank  to  form  a 
directors’  loan  committee  and  develop  a  written  pro¬ 
gram,  including  a  revision  of  currrent  lending  policies,  to 
improve  the  quality  of  its  loan  portfolio.  The  Agreement 
prohibited  further  extensions  of  credit  to  those  bor¬ 
rowers  whose  outstanding  loans  were  criticized.  The 
bank  was  required  to  obtain  current  and  satisfactory 
credit  information,  including  adequate  collateral  docu¬ 
mentation,  on  all  loans  cited  as  lacking  that  information, 
as  well  as  on  all  future  loans.  The  bank  also  agreed  to 
review  the  adequacy  of  its  allowance  for  possible  loan 
losses  on  a  quarterly  basis. 

The  Agreement  required  the  bank  to  implement  a 
written  liquidity,  asset  and  liability  management  pro¬ 
gram  and  to  adopt  a  long-range  capital  plan.  The  bank 
agreed  to  limit  its  payment  of  dividends  and  to  subject 
any  such  payments  to  the  approval  of  the  regional  ad¬ 
ministrator.  Finally,  the  Agreement  required  the  bank  to 
correct  all  violations  of  law  and  regulation  and  to  make 
monthly  reports  to  the  regional  administrator  on  the 
steps  taken  to  correct  violations  and  strengthen  criti¬ 
cized  assets. 

31.  Bank  with  assets  of  $25  to  $50  million 

A  high  percentage  of  classified  assets,  excessive 
past  due  loans,  and  large  loan  losses  which  adversely 
affected  earnings  were  the  conditions  prompting  the 
action. 

A  Memorandum  of  Understanding  was  entered  into 
which  required  the  bank  to  take  action  to  protect  its 
interests  relative  to  criticized  assets,  and  submit  a  writ¬ 
ten  plan  to  eliminate  the  ground  upon  which  each  asset 
was  classified,  to  not  lend  additional  monies  to  classi¬ 
fied  borrowers  without  prior  written  board  approval,  to 
improve  collection  efforts,  to  make  a  quarterly  review  of 
the  adequacy  of  the  reserve  for  loan  losses,  and  to 
amend  the  loan  policy  to  establish  guidelines  for 
charge-offs  and  non-accruals. 

32.  Bank  with  assets  of  less  than  $25  million 

Operating  losses  had  diminished  the  bank's  capital  to 
a  level  so  low  that  only  an  infusion  on  the  last  day  of  the 
examination  prevented  a  declaration  of  insolvency.  The 
allowance  for  possible  loan  losses  was  inadequate.  Of 
the  bank's  gross  loans  outstanding,  33  percent  were 
past  due  and  63  percent  were  not  supported  by  satis¬ 
factory  credit  information.  Classified  assets  equalled 
147  percent  of  gross  capital  funds.  The  bank’s  prob¬ 
lems  were  attributed  to  poor  management  practices, 
including  inadequate  internal  controls  and  audit  pro¬ 
cedures  as  well  as  highly  questionable  loan  policies. 
The  examination  also  cited  violations  of  12  USC  84. 
375a  and  b  and  1817(k);  15  USC  78n(c);  12  CFR 
11.44(b),  215.22  and  217.5(b);  and  31  CFR  103.33(a) 

A  Notice  of  Charges  and  a  Temporary  Order  to  Cease 
and  Desist  were  issued  against  the  bank  The  Order 
required  the  board  of  directors  to  increase  the  capital 
accounts  of  the  bank  by  no  less  than  $500,000  within  a 
2-week  period.  Administrative  action  on  a  more  perma¬ 
nent  resolution  of  the  case  is  pending. 
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33.  Bank  with  assets  of  $25  to  $50  million 

The  deteriorating  condition  of  the  bank's  loan  portfolio 
and  earnings  posture  brought  about  a  depletion  of  capi¬ 
tal  funds  The  allowance  for  possible  loan  losses  was 
inadequate  One  branch  of  the  bank  lacked  adequate 
management.  Several  violations  of  laws  and  regulations 
pertaining  to  insiders  were  cited,  as  well  as  repeat  vio¬ 
lations  of  Regulation  Z  (12  CFR  226)  necessitating  reim¬ 
bursement  of  customers.  The  specific  laws  and  regula¬ 
tions  violated  were  1 2  USC  371  c,  375  and  375a;  1 2  CFR 
7.3025(g)  (1),  11.44,  11.61,  11.62,  221.3(a)  and  226; 
and  31  CFR  103.33(a). 

A  Formal  Agreement  required  that  the  bank  undertake 
a  study  of  current  management,  concentrating  on  loan 
portfolio  administration.  The  bank  was  also  required  to 
review  and  amend  its  written  lending  policies  and  pro¬ 
cedures  and  to  implement  internal  controls  to  ensure 
compliance  with  those  policies  and  procedures.  The 
Agreement  prohibited  further  loans  to  borrowers  whose 
outstanding  loans  had  been  criticized,  and  required  the 
bank  to  eliminate  the  basis  of  criticism  of  all  criticized 
assets  valued  at  $25,000  or  more.  The  Agreement 
called  for  the  establishment  of  a  program  to  ensure  the 
maintenance  of  an  adequate  allowance  for  possible 
loan  losses,  and  mandated  a  written  charge-off  policy. 

The  bank  agreed  to  review  the  operations  of  the 
branch  that  lacked  adequate  management,  and  to  take 
action  based  on  that  review  to  ensure  the  profitable 
operation  of  that  branch.  The  bank  was  also  required  to 
develop  and  implement  a  consumer  compliance  pro¬ 
gram  to  correct  violations  of  consumer  laws  and  regula¬ 
tions  and  to  prevent  future  violations.  The  bank  agreed 
to  adopt  a  capital  plan  and  increase  and  maintain  capi¬ 
tal  funds  and  restrict  its  dividends.  Finally,  the  Agree¬ 
ment  required  the  bank  to  correct  all  cited  violations  of 
laws,  rules,  and  regulations  and  establish  a  committee 
to  ensure  that  the  terms  of  the  Agreement  were  com¬ 
plied  with. 


34.  Bank  with  assets  of  less  than  $25  million 

Though  the  bank's  financial  condition  was  sound,  it 
was  in  violation  of  a  number  of  consumer  laws  and 
regulations.  The  laws  and  regulations  violated  were:  12 
CFR  25,  27,  29,  202  (Regulation  B),  205  (Regulation  E), 
21 7  (Regulation  Q)  and  226  (Regulation  Z);  24  CFR  1 1 0; 
and  state  consumer  laws.  The  violations  were  technical 
in  nature  and  readily  correctable,  but  the  president’s 
recalcitrance  toward  consumer  legislation  impeded 
adequate  internal  control  over  the  non-complying  pro¬ 
cedures.  Additionally,  the  bank  was  delinquent  in  its 
payment  of  assessments  to  the  Office  of  the  Comptroller 
of  the  Currency. 

A  Formal  Agreement  required  that  the  bank  immedi¬ 
ately  correct  all  cited  violations  of  laws  and  regulations 
and  that  it  develop  a  consumer  compliance  program  to 
prevent  future  violations.  The  bank  was  further  required 
to  develop  a  comprehensive  internal  audit  program  as 
well  as  a  written  procedure  to  ensure  payment  of  as¬ 
sessments  to  the  Comptroller  of  the  Currency.  Finally, 
the  Agreement  dictated  that  the  bank  provide  reports 
outlining  actions  taken  by  the  bank  to  comply  with  the 
provisions  of  the  Agreement. 


35.  Bank  with  assets  of  less  than  $25  million 

Classified  assets  equalled  161  percent  of  gross  capi¬ 
tal  funds,  having  risen  dramatically  from  8  percent.  The 
allowance  for  possible  loan  losses  was  depleted  by 
$132  million  in  loan  losses.  Loan  supervision  and  the 
bank's  internal  loan  review  program  were  entirely  inade¬ 
quate.  The  bank’s  earnings  trend  was  negative  and 
capital  was  only  marginally  adequate.  The  level  of  the 
bank's  liquidity  was  also  suspect.  Additionally,  violations 
of  12  USC  84  and  12  CFR  7.3025  and  215.7  were  cited. 

A  Formal  Agreement  prohibited  the  bank  from  extend¬ 
ing  further  credit  to  those  borrowers  whose  outstanding 
loans  were  criticized.  The  Agreement  also  prohibited 
loans  to  borrowers  whose  accrued  interest  on  previous 
loans  was  unpaid.  The  bank  agreed  to  obtain  current 
and  satisfactory  credit  information  and  adequate  collat¬ 
eral  documentation  on  all  loans  cited  as  lacking  that 
information,  as  well  as  on  all  future  loans.  The  bank  was 
to  prepare  and  submit  to  the  regional  administrator  writ¬ 
ten  plans  for  strengthening  lending  supervision,  improv¬ 
ing  loan  administration  and  revising  the  existing  loan 
policy.  The  Agreement  required  quarterly  reviews  of  the 
allowance  for  possible  loan  losses,  with  written  docu¬ 
mentation  of  these  reviews  to  be  submitted  to  the  re¬ 
gional  administrator. 

The  board  was  to  implement  a  long-term  capital  plan 
and  to  revise  its  program  for  the  management  of  liqui¬ 
dity,  assets  and  liabilities.  Finally,  the  Agreement  re¬ 
quired  the  bank  to  correct  all  violations  of  law  and  reg¬ 
ulation  and  to  submit  monthly  reports  to  the  regional 
administrator  concerning  the  correction  of  violations 
and  the  strengthening  of  criticized  assets. 

36.  Bank  with  assets  of  less  than  $25  million 

An  ongoing  examination  revealed  that  the  bank 
through  its  management  had  made  extensions  of  credit 
and  failed  to  record  their  disbursement  on  its  books  and 
records  for  substantial  periods  of  time.  Two  of  the  un¬ 
booked  extensions  of  credit  resulted  in  violations  of  12 
USC  84  of  considerable  magnitude.  The  extensions  of 
credit  were  of  poor  quality  and  poorly  documented. 
Finally,  the  bank  had  a  substantial  concentration  of 
credit  in  loans  made  to  out  of  area  borrowers  including 
those  constituting  the  violation  of  12  USC  84. 

The  prior  examination  had  revealed  a  significant  in¬ 
crease  in  classified  assets  due  primarily  to  an  increase 
in  out  of  area  loans  of  poor  quality.  Violations  of  12  USC 
84  and  375b  were  also  reported.  Also  the  bank  had 
operated  under  an  Order  to  Cease  and  Desist  in  the 
past  which  addressed  many  of  the  same  problems. 

An  Order  to  Cease  and  Desist  addressing  the  prob¬ 
lems  discovered  during  the  ongoing  examination  was 
stipulated  to  by  the  bank.  The  Order  prohibited  further 
violations  of  1 2  USC  84  and  required  the  bank  to  take  all 
steps  necessary  to  protect  itself  with  respect  to  the 
violation  in  existence.  All  extensions  of  credit  over 
$50,000  were  required  to  be  approved  in  advance  by  at 
least  three-fourths  of  the  board  of  directors.  The  board 
of  directors  in  approving  such  extensions  was  required 
to  detail  extensive  information  concerning  the  borrower, 
the  distribution  of  proceeds  and  other  credit  informa¬ 
tion.  Extensions  of  credit  to  borrowers  outside  the  bank's 
normal  trade  area  were  prohibited  unless  the  board  of 


106 


directors  determined  that  failure  to  do  so  would  be 
detrimental  to  the  best  interest  of  the  bank  and  the 
extension  of  credit  would  not  cause  the  aggregate  of  all 
such  extensions  of  credit  to  exceed  25  percent  of  total 
loans.  Finally,  the  bank  was  required  to  maintain  its 
books  and  records  in  a  manner  that  accurately  reflected 
the  condition  of  the  bank  and  to  record  promptly  all 
extensions  of  credit  outstanding. 

37.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  indicated  that  the  bank 
was  operating  with  inadequate  capital.  The  ratio  of  the 
bank's  total  capital  base  to  total  assets  was  approx¬ 
imately  1  percent.  The  bank  was  operating  without  ade¬ 
quate  management  and  had  an  excessive  accumula¬ 
tion  of  classified  assets.  The  bank  was  operating  without 
adequate  liquidity  and  was  incurring  operating  losses. 
In  addition,  there  was  reason  to  believe  that  the  bank 
had  violated  12  USC  61 . 

The  bank  was  served  with  a  Notice  of  Charges  and  a 
Temporary  Order  to  Cease  and  Desist.  The  Notice  al¬ 
leged  the  above  conditions  as  unsafe  and  unsound 
banking  practices  and  the  Temporary  Order  required 
the  bank  to  obtain  and  maintain  the  capital  necessary  to 
prevent  insolvency  and  to  ensure  adequate  liquidity. 
The  bank  was  required  to  recruit  individuals  necessary 
to  fill  employment  and  to  report  their  progress  to  the 
regional  administrator.  Finally,  the  bank  was  required  to 
restrict  extension  of  credit  to  classified  borrowers,  to 
improve  collection  efforts  and  to  comply  with  12  USC 
61. 

38.  Bank  with  assets  of  $100  to  $250  million 

The  bank's  problems  centered  around  the  trust  de¬ 
partment.  The  trust  investment  committee  met  only 
once  during  the  past  year  and  did  not  keep  adequate 
records  of  its  activities.  There  were  deficiencies  in  the 
administration  of  the  collective  investment  fund  in  vio¬ 
lation  of  12  CFR  9.18  and  quality  standards  and  criteria 
for  trust  department  investments  were  vague  and  not 
committed  to  writing.  The  bank  violated  12  CFR  9.9  by 
failing  to  complete  an  acceptable  trust  department  au¬ 
dit  and  12  CFR  12  by  failing  to  meet  recordkeeping 
requirements. 

A  Formal  Agreement  required  the  board  to  correct  all 
violations  of  law,  rules  or  regulations,  to  adhere  to  a  plan 
for  reduction  of  trust  activities  and  to  take  all  necessary 
action  to  adequately  manage  and  staff  the  trust  depart¬ 
ment.  The  board  was  required  to  cease  exercising  any 
fiduciary  powers  with  certain  exceptions  and  to  termi¬ 
nate  and,  thereafter,  audit  the  collective  investment 
fund.  The  board  was  required  to  ensure  that  the  trust 
investment  committee  meets  on  a  monthly  basis  and 
records  minutes  of  such  meetings  and  to  take  all  action 
necessary  to  ensure  the  bank's  adherence  to  its  trust 
policy  manual.  In  addition,  the  board  was  required  to 
ensure  that  the  trust  audit  committee  complies  with  12 
CFR  9.9,  that  the  trust  department  is  audited  according 
to  12  CFR  9.9,  and  that  the  bank  is  in  compliance  with 
the  recordkeeping  requirements  of  12  CFR  12. 

39.  Bank  with  assets  of  $50  to  $100  million 

The  bank's  major  problems  centered  in  its  loan  port¬ 
folio.  Classified  assets  equalled  92  percent  of  gross 


capital  funds,  and  14  percent  of  the  classified  loans 
were  to  the  bank’s  directors  and  their  interests.  Twelve 
percent  of  the  loan  portfolio  lacked  current  credit  infor¬ 
mation  and  the  bank’s  earnings  were  overstated. 

A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  of  law  and  the  adoption  of  procedures  to  prevent 
future  violations.  The  board  of  directors  was  required  to 
adopt  and  implement  a  written  program  designed  to 
remove  grounds  of  criticism  with  respect  to  criticized 
assets  and  to  review  the  bank's  allowance  for  possible 
loan  losses  quarterly  and  adjust  the  allowance  accord¬ 
ingly.  The  board  was  required  to  evaluate  the  sufficiency 
and  competency  of  the  bank’s  existing  management 
and  report  these  findings,  along  with  plans  to  correct 
any  deficiencies,  to  the  regional  administrator.  In  addi¬ 
tion,  the  board  was  required  to  monitor  the  bank's  com¬ 
pliance  with  the  Agreement  and  submit  reports  to  the 
regional  administrator  detailing  such  compliance.  The 
bank  was  required  to  refrain  from  extending  credit  to 
borrowers  whose  credit  was  criticized  and  to  obtain  and 
maintain  current  and  satisfactory  credit  information.  The 
bank  was  further  required  to  amend  its  written  lending 
policy. 

40.  Bank  with  assets  of  less  than  $25  million 

The  bank's  most  significant  problem  was  the  poor 
quality  of  the  loan  portfolio  resulting  in  an  excessive 
level  of  loan  losses.  The  level  of  classified  loans  relative 
to  gross  capital  funds  increased  to  50  percent.  Com¬ 
pounding  the  high  loan  loss  was  the  relatively  high 
amount  of  personnel  expense  and  reduced  net  interest 
margins.  The  bank  suffered  a  large  operating  loss  for 
the  year  and  its  capital  was  inadequate.  In  addition,  the 
bank  violated  12  USC  84. 

A  written  Formal  Agreement  required  the  board  to 
appoint  a  compliance  committee  responsible  for  ensur¬ 
ing  the  bank’s  adherence  to  the  Agreement.  The  board 
was  also  required  to  prepare  a  management  staffing 
and  succession  plan  and  to  rectify  the  violation  of  12 
USC  84.  The  board  was  required  to  develop:  (1 )  a  capi¬ 
tal  plan  to  improve  and  sustain  earnings,  (2)  a  reporting 
program  to  monitor  the  bank’s  performance,  (3)  a  pro¬ 
gram  to  eliminate  criticized  assets,  and  (4)  a  program  to 
improve  collection  efforts.  The  bank  was  required  to 
avoid  lending  additional  money  to  any  borrower  whose 
loan  or  extension  of  credit  was  criticized.  The  board  was 
required  to  review  the  bank’s  loan  portfolio  to  achieve 
proper  diversification  and  to  review  the  allowance  for 
possible  loan  losses  and  establish  a  program  for  main¬ 
tenance  of  an  adequate  allowance. 

41.  Bank  with  assets  of  $25  to  $50  million 

The  bank's  loan  portfolio  management  was  unsound 
and  its  asset  quality  was  deteriorating  due  to  unsound 
management.  Classified  assets  equalled  53  percent  of 
gross  capital  funds.  The  allowance  for  possible  loan 
losses  was  inadequate.  The  examination  also  revealed 
a  negative  earnings  trend.  Finally,  the  bank  was  in  vio¬ 
lation  of  numerous  laws  and  regulations,  including  sev¬ 
eral  consumer  violations.  The  specific  laws  and  regula¬ 
tions  violated  were  12  USC  84;  15  USC  1681m,  12  CFR 
7.3025,  7.5225,  25,  27,  202  (Regulation  B),  205  (Reg¬ 
ulation  E)  and  226  (Regulation  Z);  and  31  CFR  103.33 
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A  Memorandum  of  Understanding  required  the  bank 
to  develop  a  written  management  staffing  and  succes¬ 
sion  plan  and  to  hire  a  capable  senior  lending  officer. 
The  bank  was  required  to  review  and  modify  its  written 
lending  policies  and  procedures  and  to  implement  inter¬ 
nal  controls  to  ensure  compliance  with  those  policies. 
The  Memorandum  mandated  that  the  bank  eliminate 
the  basis  of  criticism  for  all  criticized  assets  valued  at 
more  than  $15,000.  The  bank  was  to  obtain  current  and 
satisfactory  credit  information  and  collateral  documen¬ 
tation  on  all  loans  listed  as  lacking  that  information.  The 
Memorandum  prohibited  further  loans  to  borrowers 
whose  outstanding  loans  were  criticized.  The  bank  was 
to  implement  a  policy  on  nonaccrual  loans  and  a  pro¬ 
gram  to  improve  collection  efforts.  The  Memorandum 
also  required  a  review  of  the  allowance  for  possible  loan 
losses  and  maintenance  of  an  adequate  allowance.  The 
Memorandum  mandated  that  the  bank  develop  a  writ¬ 
ten  profit  plan.  It  also  required  the  implementation  of  a 
consumer  compliance  program.  Finally,  the  bank  was 
instructed  to  correct  all  violations  of  law,  rules  and  reg¬ 
ulations  and  to  submit  written  reports  to  the  regional 
administrator  on  its  compliance  with  the  Memorandum. 

42.  Bank  with  assets  of  $50  to  $100  million 

A  specialized  examination  of  the  bank  indicated  a 
continuation  of  asset  problems,  loan  administration 
weaknesses,  and  violations  of  law  and  regulations.  A 
large  number  of  loans  was  not  supported  by  adequate 
credit  information  or  collateral  documentation.  In  addi¬ 
tion,  excessive  criticized  and  classified  loans  were  re¬ 
ported,  the  result  of  the  bank's  lack  of  adequate  monitor¬ 
ing  of  its  outstanding  loans.  A  total  of  six  violations  of  law 
and  regulations  were  cited,  one  each  of  12  USC  84, 
375a  and  375b;  12  CFR  209.3  (Regulation  L),  215.7, 
and  217.4(f)  (Regulation  Q). 

Although  net  loan  losses  have  not  been  excessive, 
the  national  bank  examiner  believed  that  a  continuation 
of  the  bank’s  high  levels  of  criticized  assets  and  liberal 
lending  policies  could  be  detrimental  to  the  bank’s  con¬ 
dition. 

A  Memorandum  of  Understanding  directed  the  bank 
to  correct  each  violation  of  law  and  regulation  that  was 
cited  in  the  examination  report.  The  bank  was  required 
to  adopt  a  program  to  eliminate  the  grounds  of  criticism 
of  each  asset  which  was  criticized  in  the  report.  The 
bank  was  also  required  to  obtain  and  maintain  current 
credit  information  on  those  loans  listed  in  the  report  as 
lacking  such  information,  as  well  as  to  correct  all  collat¬ 
eral  exceptions  which  were  revealed  in  the  examination. 
The  board  of  directors  was  instructed  to  take  all  action 
necessary  to  ensure  that  the  bank’s  problem  loan  identi¬ 
fication  system  adequately  identifies  problem  credits. 

43.  Bank  with  assets  of  $25  to  $50  million 

A  lack  of  strong  supervision  by  both  the  management 
and  the  board  of  directors  had  resulted  in  deterioration 
of  the  bank's  loan  portfolio  and  a  declining  earnings 
trend  Criticized  assets  equaled  83  percent  of  gross 
capital  funds  Delinquent  credit  obligations  had  risen  to 
10  percent  of  total  outstanding  loans,  and  12  percent  of 
the  bank’s  gross  loans  were  not  supported  by  satisfac¬ 
tory  credit  information.  The  allowance  for  possible  loan 
losses  was  also  inadequate.  A  complete  absence  of 
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planning  presented  a  potential  for  future  problems.  The 
bank  was  also  in  violation  of  several  laws  and  regula¬ 
tions,  some  of  which  pertained  to  dangerous  insider 
practices.  The  specific  statutory  and  regulatory  vio¬ 
lations  cited  were:  12  USC  84  (a  repeat  violation), 
375(b)(3)  and  375(b);  12  CFR  202  (Regulation  B),  217 
and  226  (Regulation  Z);  and  31  CFR  103.33. 

A  Formal  Agreement  required  the  bank  to  formulate  a 
written  management  staffing  and  succession  plan.  The 
bank  was  to  review  and  amend  its  written  lending  pol¬ 
icies  and  procedures  and  to  hire  a  competent  senior 
lending  officer.  The  Agreement  further  required  that  the 
bank  institute  the  internal  controls  necessary  to  ensure 
compliance  with  its  lending  policies;  and  that  the  bank 
prepare  a  written  outline  of  the  responsibilities  of  its 
auditor  and  submit  reports  directly  to  the  board  of  direc¬ 
tors  when  the  auditor  felt  such  reports  were  appropriate. 
The  bank  was  specifically  prohibited  from  making  loans 
to  borrowers  whose  outstanding  loans  had  been  criti¬ 
cized  and  no  loans  were  to  be  made  without  satisfactory 
credit  information.  The  bank  was  required  to  develop  a 
written  program  to  improve  its  collection  efforts,  as  well 
as  one  designed  to  eliminate  the  grounds  for  criticism  of 
all  criticized  assets  with  balances  of  more  than  $15,000. 
Under  the  Agreement  the  bank  was  also  instructed  to 
review  the  adequacy  of  its  allowance  for  possible  loan 
losses. 

The  Agreement  required  that  the  bank  prepare  a  writ¬ 
ten  profit  plan  and  implement  a  consumer  compliance 
program.  The  bank  was  also  required  to  conduct  a 
study  of  its  relationship  with  a  particular  director  who 
had  been  the  beneficiary  of  several  insider  transactions, 
and  to  submit  this  study  to  the  Comptroller  of  the  Cur¬ 
rency’s  regional  administrator.  Finally,  the  Agreement 
stipulated  that  the  bank  correct  all  violations  of  laws, 
rules,  and  regulations,  and  that  the  bank  submit  written 
reports  to  the  regional  administrator  concerning  its 
compliance  with  the  Agreement. 

44.  Bank  with  assets  of  $25  to  $50  million 

A  general  examination  of  the  bank  revealed  a  signifi¬ 
cant  deterioration  in  its  condition  stemming  from  numer¬ 
ous  violations  of  law,  as  well  as  unsafe  and  unsound 
practices  on  the  part  of  the  bank.  The  problems  faced 
by  the  bank  were  inadequate  reserves,  marginal  liqui¬ 
dity,  threats  to  earnings  stability,  and  unstable  and  inef¬ 
fective  management.  A  major  cause  of  these  problems 
was  the  prevalence  of  insider  abuses,  especially  by  the 
chairman  of  the  bank’s  board.  These  insider  abuses 
included  excessive  compensation,  payments  by  the 
bank  of  unjustified  fees  and  expenses  and  liberal  exten¬ 
sions  of  credit  to  insiders,  all  of  which  were  not  in  the 
best  interests  of  the  bank.  In  addition,  the  bank  lacked  a 
stable  and  adequate  management  and  its  classified 
assets  had  become  excessive.  Violations  of  law  in¬ 
cluded  three  violations  of  12  USC  84,  one  violation  of  12 
USC  371c,  approximately  89  violations  of  12  USC  375a, 
one  violation  of  ERISA  and  three  violations  of  consumer 
law,  including  a  reimbursable  violation  of  Regulation  Z. 

A  Temporary  Order  to  Cease  and  Desist  prohibited 
the  bank  from  extending  credit  to  any  of  its  insiders, 
except  in  conformity  with  12  USC  375a  and  b.  In  addi¬ 
tion,  a  ceiling  of  $60,000  was  placed  on  the  salaries  of 


the  bank’s  directors,  officers  and  employees,  unless 
otherwise  approved  by  the  regional  administrator.  The 
Order  also  placed  a  ceiling  on  the  amount  of  directors' 
fees,  prohibited  the  payment  of  personal  and  business 
expenses  unless  fully  documented,  and  directed  the 
board  to  hire  a  new  chief  executive  officer.  The  Order 
further  required  the  bank  to  take  necessary  action  to 
establish  and  maintain  a  line  of  credit  at  the  Federal 
Reserve  Bank  discount  window  and  at  correspondent 
banks,  in  order  to  ensure  adequate  liquidity.  The  bank 
was  prohibited  from  extending  credit  to  criticized  bor¬ 
rowers  and  from  declaring  or  paying  dividends  unless  in 
accordance  with  the  law,  justified  by  safe  and  sound 
banking  practices,  and  with  prior  approval  of  the  re¬ 
gional  administrator. 

An  administrative  hearing  is  also  pending. 

45.  Bank  with  assets  of  less  than  $25  million 

The  bank  was  in  violation  of  a  Memorandum  of  Under¬ 
standing.  A  deterioration  of  its  loan  portfolio  was  caus¬ 
ing  the  bank  to  incur  annual  losses.  Classified  assets 
equalled  95  percent  of  gross  capital  funds,  and  13 
percent  of  the  bank’s  loans  were  not  supported  by  cur¬ 
rent  and  satisfactory  credit  information.  The  allowance 
for  possible  loan  losses  was  inadequate.  Violations  of 
laws  and  regulations  were  also  cited,  including  12  USC 
84  and  375a  and  31  CFR  103.33(a). 

A  Formal  Agreement  required  the  bank  to  eliminate 
the  basis  for  criticism  of  all  criticized  assets  and  prohib¬ 
ited  the  extension  of  further  credit  to  borrowers  whose 
outstanding  loans  had  been  criticized.  The  bank 
agreed  to  obtain  current  and  satisfactory  credit  informa¬ 
tion  on  all  loans  identified  as  lacking  that  information 
and  to  obtain  adequate  information  from  future  bor¬ 
rowers.  The  bank  was  required  to  develop  a  written 
program  for  improved  collection  of  delinquent  loans. 
The  Agreement  required  the  bank  to  review  its  allow¬ 
ance  for  possible  loan  losses  and  to  provide  for  quar¬ 
terly  review  by  the  board  of  directors  to  ensure  an  ade¬ 
quate  allowance.  The  bank  agreed  to  implement  a 
program  aimed  at  improving  and  sustaining  its  earn¬ 
ings.  The  Agreement  also  called  for  a  written  program, 
subject  to  the  approval  of  the  regional  administrator, 
ensuring  adequate  future  capitalization.  The  bank  was 
required  to  review  and  revise  its  written  guidelines  for 
the  coordination  and  management  of  assets  and  lia¬ 
bilities  as  well.  Finally,  the  Agreement  mandated  that  the 
bank  correct  the  cited  violations  of  laws  and  regulations. 

46.  Electronic  data  processing  company  servicing  na¬ 
tional  banks 

An  examination  revealed  that  an  independent  com¬ 
pany,  which  performs  bank  services  for  national  banks, 
engaged  in  unsafe  and  unsound  practices  which 
caused  it  to  experience  a  deteriorating  financial  condi¬ 
tion.  Inadequate  evaluation  of  and  attention  to  known 
deficiencies,  as  well  as  an  overall  lack  of  managerial 
supervision  of  the  company's  daily  affairs,  has  resulted 
in  poor  internal  controls  and  audit  procedures.  In  addi¬ 
tion,  the  examination  indicated  that  the  company's  pres¬ 
ident  lacked  the  technical  and  financial  expertise  with 
which  to  make  sound  management  decisions,  resulting 
in  a  general  disregard  toward  security  procedures, 


sound  data  processing  controls  and  written  standards 
of  procedure.  Many  of  these  deficiencies  had  been 
disclosed  in  previous  examinations. 

A  Formal  Agreement  required  the  company’s  board  to 
employ  the  services  of  a  qualified  independent  certified 
public  accounting  firm,  which  will  audit  the  company's 
operations  and  perform  annual  audits  of  its  financial 
statements.  The  company  was  required  to  adopt  and 
implement  comprehensive  written  policies  governing  its 
operating  systems,  programming  standards  and  pro¬ 
cedures,  incorporating  the  guidelines  set  forth  in  the 
Federal  Financial  Institutions  Examination  Council’s 
EDP  Examination  Handbook.  The  policies  were  also  to 
include  an  effective  written  disaster  recovery  and  emer¬ 
gency  plan  using  the  EDP  Examination  Handbook’s 
guidelines.  The  company  was  also  directed  to  annually 
review  its  backup  and  contingency  planning  and  to 
perform  tests  of  all  necessary  programs  using  its 
backup  location,  in  order  to  ensure  the  continuance  of 
operations  in  the  event  of  a  disaster.  The  board  was 
required  to  designate  a  security  officer,  who  is  not  an 
officer  or  director  of  the  company,  to  review  the  physical 
security  of  the  company  and  to  develop  a  written  policy 
to  ensure  the  company's  physical  security  is  consistent 
with  EDP  Examination  Handbook’s  guidelines. 

The  company  was  also  required  to  adopt  and  imple¬ 
ment  written  controls  regarding  its  on-line  programming 
function,  as  well  as  its  utility  programs.  The  board 
agreed  to  notify  the  regional  administrator  immediately 
upon  the  occurrence  of  the  initiation  or  filing  of  any 
bankruptcy  or  other  legal  proceeding  by  or  against  the 
company  or  any  of  its  directors  or  officers,  as  well  as  the 
departure  or  dismissal  of  any  of  the  company's  key 
personnel  or  if  the  company's  total  equity  capital  is 
reduced  to  less  than  $100,000.  In  addition,  the  board 
was  directed  to  submit  written  reports  every  30  days  to 
the  regional  administrator,  detailing  actions  taken  by  the 
company  to  correct  matters  which  were  criticized  in  the 
examination  report,  as  well  as  the  actions  taken  by  the 
company  to  comply  with  the  Agreement.  Monthly  profit 
and  loss  statements,  balance  sheets  and  the  aging  of 
accounts  payable  and  receivable  were  also  to  be  re¬ 
ported  to  the  regional  administrator. 

47.  Bank  with  assets  of  over  $500  million 

An  examination  of  the  bank  disclosed  several  prob¬ 
lems,  including  considerable  deterioration  in  asset 
quality  and  earnings.  An  excessive  amount  of  classified 
assets  had  accumulated,  equaling  107  percent  of  gross 
capital  funds.  A  number  of  factors,  including  high  loan 
losses  had  adversely  affected  operating  income.  There 
were  numerous  management  changes,  including  a  new 
president.  Also,  many  branch  managers  were  replaced 
or  shifted. 

A  Memorandum  of  Understanding  required  the  bank 
to  formulate  and  adopt  a  written  program  designed  to 
reduce  criticized  assets  and  improve  collections  on 
which  losses  had  resulted  previously.  The  bank  was 
required  to  refrain  from  extending  credit  to  borrowers 
whose  credit  was  criticized.  The  board  was  required  to 
formulate  and  adopt  a  written  program  to  improve  col¬ 
lection  efforts  and  reduce  the  level  of  delinquent  loans 
Compliance  with  the  Memorandum  was  to  be  monitored 
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by  a  compliance  committee  composed  of  at  least  three 
outside  directors. 

48.  Bank  with  assets  of  less  than  $25  million 

The  bank's  administration  was  poor,  especially  in  the 
area  of  loan  portfolio  supervision.  Classified  assets 
equalled  159  percent  of  gross  capital  funds  and  the 
allowance  for  possible  loan  losses  was  inadequate.  The 
bank’s  earnings  were  declining  and  its  capital  structure 
was  inadequate.  A  Formal  Agreement  with  the  bank  had 
not  been  complied  with  and  violations  of  laws  and  reg¬ 
ulations  were  also  cited,  including  several  consumer 
regulations.  The  specific  laws  and  regulations  violated 
were  12  USC  84  and  375b;  12  CFR  7.3025,  22,  202 
(Regulation  B),  205  (Regulation  E)  and  215.10;  24  CFR 
3500  (Regulation  X);  and  31  CFR  103.34. 

An  Order  to  Cease  and  Desist  required  the  bank  to 
develop  a  plan  to  insure  management  sufficiency.  The 
bank  was  also  directed  to  hire  a  new  senior  lending 
officer.  The  Order  mandated  that  the  bank  eliminate  the 
basis  of  criticism  for  all  criticized  assets  with  balances 
greater  than  $15,000.  Further  loans  to  borrowers  whose 
outstanding  loans  had  been  criticized  were  prohibited. 
The  bank  was  required  to  review  and  modify  its  problem 
loan  identification  system.  The  loan  portfolio  was  to  be 
reviewed  periodically  and  a  report  on  problem  loans 
made  directly  to  the  board  of  directors.  The  Order  di¬ 
rected  the  bank  to  obtain  current  and  satisfactory  credit 
information  on  all  loans  identified  as  lacking  that  infor¬ 
mation.  The  bank  was  required  to  review  the  adequacy 
of  the  allowance  for  possible  loan  losses  and  to  develop 
a  program,  including  a  quarterly  review,  to  insure  the 
adequacy  of  the  allowance. 

The  Order  further  required  the  bank  to  maintain  capi¬ 
tal  funds  at  7  percent  of  total  assets  and  to  limit  its 
payment  of  dividends,  with  any  such  payment  requiring 
the  written  approval  of  the  regional  administrator.  The 
bank  was  also  instructed  to  correct  all  violations  of  law 
and  regulation  and  to  develop  a  consumer  compliance 
program.  Finally,  the  Order  required  the  bank  to  form  a 
compliance  committee  to  make  periodic  reports  to  the 
regional  administrator  on  the  bank’s  compliance  with 
the  Order. 

49.  Bank  with  assets  of  $100  to  $250  million 

An  examination  of  the  bank  revealed  poor  lending 
practices,  inadequate  loan  supervision  and  insufficient 
collection  procedures.  Loans  lacked  adequate  docu¬ 
mentation  and  repayment  programs.  Losses  identified 
during  the  examination  required  a  provision  of  $1 .2  mil¬ 
lion  to  bring  the  allowance  for  possible  loan  losses  to  an 
adequate  level.  Violations  of  law  were  detected,  includ¬ 
ing  reimbursable  violations  of  Regulation  Z. 

A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  of  laws  and  the  adoption  of  procedures  to  pre¬ 
vent  future  violations.  The  board  of  directors  was  re¬ 
quired  to  adopt  and  implement  a  written  program 
designed  to  reduce  criticized  assets.  In  addition,  the 
board  was  required  to  review  existing  loan  policies  and 
formulate  a  new,  comprehensive,  written  policy.  The 
board  was  directed  to  review  the  bank's  allowance  for 
possible  loan  losses  and  revise  the  bank’s  investment 
policy,  consumer  compliance  policy  and  funds  man¬ 
agement  policy  The  bank  agreed  to  submit  to  the  re¬ 


gional  administrator  a  written  3-year  capital  plan,  a  re¬ 
port  on  customer  reimbursement  and  periodic  reports 
on  compliance  with  the  Agreement.  The  bank  was  fur¬ 
ther  required  to  refrain  from  extending  credit  to  bor¬ 
rowers  whose  credit  was  criticized,  to  obtain  and  to 
maintain  current  and  satisfactory  credit  information  and 
to  correct  all  documentation  deficiencies.  The  Agree¬ 
ment  required  the  bank  to  adopt  and  implement  a  writ¬ 
ten  program  to  improve  collection  efforts,  reduce  the 
level  of  delinquent  loans,  establish  a  formal  loan  review 
committee  and  correct  deficiencies  in  the  bank’s  inter¬ 
nal  controls  and  audit  procedures.  Finally,  the  bank  was 
directed  to  comply  with  15  USC  1607  and,  after  review 
by  the  regional  administrator,  adjust  consumer  ac¬ 
counts  accordingly. 

50.  Bank  with  assets  of  $50  to  $100  million 

The  bank  experienced  a  pre-tax  operating  loss  dur¬ 
ing  the  past  year.  Provisions  to  the  allowance  for  possi¬ 
ble  loan  losses,  $800,000,  were  the  single  largest  con¬ 
tributor  to  poor  operating  results,  but  stagnant  net 
interest  margins  and  increasing  non-interest  expenses 
also  had  a  negative  impact.  An  excessive  amount  of 
classified  assets,  equal  to  87  percent  of  gross  capital 
funds,  had  accumulated.  The  loan  portfolio  was  7  per¬ 
cent  overdue.  There  were  indications  of  insider  abuses, 
including  violations  of  12  USC  375a  and  375b. 

A  Formal  Agreement  required  correction  of  the  vio¬ 
lations  of  law  and  the  adoption  of  procedures  to  prevent 
further  violations.  The  bank  was  required  to  correct  all 
violations  of  12  USC  375a  and  375b.  The  Agreement 
directed  the  board  to  adopt  and  implement  a  written 
program  designed  to  remove  grounds  of  criticism  for 
criticized  assets  and  conduct  quarterly  reviews  of  the 
bank’s  allowance  for  possible  loan  losses  and  adjust  the 
allowance  accordingly.  The  Board  was  required  to  eval¬ 
uate  the  sufficiency  and  competency  of  the  bank’s  of¬ 
ficer  staff  and  chief  executive  officer  and  report  the 
results  to  the  regional  administrator.  In  addition,  the 
board  was  required  to  file  reports  periodically  with  the 
regional  administrator  concerning  the  problems  ad¬ 
dressed  in  the  Agreement. 

51.  Bank  with  assets  of  less  than  $25  million 

Ineffective  supervision  by  the  board  and  manage¬ 
ment  resulted  in  a  heavy  volume  of  classified  assets, 
lack  of  profitability,  marginal  capital  position,  continual 
violations  of  law  and  inadequate  audit  procedures.  Un¬ 
satisfactory  funds  management  practices  and  exces¬ 
sive  noninterest  expenses  were  responsible  for  the 
bank’s  poor  earnings.  The  high  noninterest  expenses 
were  attributed  to  the  salary  and  other  expenses  relating 
to  the  bank  president.  An  exceedingly  liberal  dividend 
policy  was  also  being  followed.  Classified  assets  repre¬ 
sented  65  percent  of  gross  capital  funds  at  the  most 
recent  examination.  Three  violations  of  12  USC  84,  one 
violation  of  12  USC  375a,  and  one  violation  of  12  USC 
375b  were  disclosed. 

A  Formal  Agreement  requires:  (1)  primary  capital  to 
be  increased  to  at  least  7  percent  of  total  assets  within 
90  days;  (2)  the  adoption  of  a  program  to  improve  the 
profitability  of  the  bank  with  special  emphasis  placed  on 
personnel  and  other  noninterest  expenses;  (3)  approval 
of  all  dividends  by  the  regional  administrator;  (4)  an 
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analysis  of  the  bank’s  management  needs,  including  an 
evaluation  of  compensation;  (5)  the  employment  of  a 
new  chief  executive  officer  if  substantial  improvement  in 
the  bank's  overall  condition  is  not  evident  within  6 
months;  (6)  implementation  of  an  effective  formal  asset/ 
liability  management  policy;  (7)  a  written  program  de¬ 
signed  to  improve  the  quality  of  the  classified  assets;  (8) 
no  additional  advances  to  classified  creditors;  (9)  a 
comprehensive  loan  policy;  (10)  the  obtaining  of  satis¬ 
factory  credit  information  on  all  borrowers;  (11)  quarterly 
reviews  of  the  adequacy  of  the  reserve  for  loan  losses 
and  any  adjustments  deemed  necessary;  (12)  an  ac¬ 
ceptable  written  audit  program;  (13)  correction  of  all 
violations  of  the  banking  statutes  and  establishment  of 
procedures  to  prevent  such  future  infractions;  and  (14) 
necessary  steps  to  ensure  that  all  deficiencies  noted  in 
the  electronic  data  processing  report  of  examination  are 
corrected. 

52.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  serious  loan  problems  with 
classified  assets  increasing  to  100  percent  of  gross 
capital  funds.  Also,  earnings  had  been  adversely  im¬ 
pacted  by  imprudent  investment  decisions  and  heavy 
loan  losses.  Loan  administration  problems  included  in¬ 
adequate  credit  documentation  and  poor  structuring  of 
credits  resulting  in  inferior  credit  quality  and  high  past 
due  totals.  The  bank  lacked  effective  management  and 
supervision  by  the  board  of  directors. 

A  Memorandum  of  Understanding  required  an  analy¬ 
sis  of  the  bank’s  management  needs,  a  written  program 
designed  to  remove  each  asset  from  a  classified  status, 
a  comprehensive  written  loan  policy  and  an  internal 
loan  review  system.  The  bank  was  further  required  to 
improve  credit  collection  and  documentation  pro¬ 
cedures,  and  adopt  both  an  earnings  plan  and  an  in¬ 
vestment  plan. 

53.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  problems  include  a  high  volume  of  classi¬ 
fied  assets,  heavy  loan  losses,  an  inadequate  loan  loss 
reserve,  poor  earnings,  lack  of  an  acceptable  audit 
program  and  numerous  violations  of  law.  Also,  con¬ 
sumer  compliance  activities  were  unsatisfactory.  The 
bank  lacked  effective  management  and  supervision  by 
the  board  of  directors. 

A  Memorandum  of  Understanding  required  the  bank 
to  adopt  a  written  program  designed  to  remove  each 
asset  from  a  criticized  status,  and  a  comprehensive 
written  loan  policy  along  with  an  effective  internal  prob¬ 
lem  loan  identification  system.  The  bank  was  also  re¬ 
quired  to  increase  the  reserve  for  loan  losses  to  an 
acceptable  level  and  adopt  a  plan  to  ensure  a  satisfac¬ 
tory  capital  level  is  maintained.  The  bank  was  further 
required  to  establish  realistic  earnings  goals  through  an 
operating  plan,  obtain  prior  approval  for  all  dividends  by 
the  regional  administrator,  implement  an  acceptable  au¬ 
dit  program,  take  actions  to  ensure  compliance  with 
laws  and  regulations  and  adopt  controls  to  ensure  com¬ 
pliance  with  consumer  laws. 

54.  Bank  with  assets  of  less  than  $25  million 

The  bank's  classified  assets  increased  significantly  to 
an  unacceptable  level.  Net  loan  losses  during  the  last  2 


years  were  considerably  above  average  resulting  in  an 
inadequate  allowance  for  possible  loan  losses  This  ne¬ 
cessitated  a  substantial  provision  to  the  allowance  and 
impacted  earnings.  Although  declining,  the  capital 
position  currently  is  considered  adequate  Funds  man¬ 
agement  practices  have  resulted  in  satisfactory  liquidity, 
but  interest  margins  have  not  been  sufficient  for  this 
bank’s  needs.  Violations  of  12  USC  84,  12  CFR  213,  31 
CFR  103,  and  Interpretive  Ruling  7.3025  were  disclosed 
at  the  most  recent  examination. 

A  Memorandum  of  Understanding  required  the  bank 
to  adopt  a  written  program  designed  to  improve  the 
quality  of  the  criticized  assets,  and  prohibits  additional 
advances  to  criticized  borrowers.  The  bank  was  re¬ 
quired  to  obtain  satisfactory  credit  information  on  all 
borrowers,  strengthen  collection  procedures,  adopt  an 
effective  problem  loan  identification  system  and  in¬ 
crease  the  allowance  for  possible  loan  losses  to  at  least 
1  percent  of  total  loans  and  conduct  quarterly  reviews  to 
ensure  the  allowance  remains  at  an  adequate  level.  The 
bank  agreed  to  adopt  an  effective  formal  asset/liability 
management  policy  along  with  a  program  to  improve 
the  profitability  of  the  bank,  to  obtain  prior  approval  of 
dividends  by  the  regional  administrator  and  to  adopt  a 
formal  capital  adequacy  program.  The  bank  was  re¬ 
quired  to  make  correction  of  all  violations  of  laws  and 
regulations  and  establish  procedures  to  prevent  future 
violations,  to  conduct  an  analysis  of  the  bank’s  manage¬ 
ment  needs  and  take  any  action  necessary  to  ensure 
these  needs  are  met,  adopt  a  satisfactory  written  audit 
program,  correct  internal  control  exceptions,  and  estab¬ 
lish  procedures  to  prevent  the  recurrence  of  such  ex¬ 
ceptions. 

55.  Bank  with  assets  of  less  than  $25  million 

Lack  of  proper  direction  from  the  board  of  directors 
and  management  resulted  in  substantial  deterioration  in 
the  bank’s  condition.  While  earnings  have  historically 
been  above  average,  income  figures  have  recently  been 
overstated  due  to  unrecognized  losses  in  the  loan  ac¬ 
count.  An  examination  reflected  a  significant  deteriora¬ 
tion  in  asset  quality  as  a  result  of  poor  loan  administra¬ 
tion.  Weak  funds  management  policies  and  heavy  loan 
losses  have  caused  unsatisfactory  operating  results. 
Also,  numerous  violations  of  the  bank’s  legal  lending 
limit  were  cited. 

A  Formal  Agreement  required:  (1)  employment  of  a 
capable  senior  executive  officer,  (2)  a  written  program 
to  remove  each  asset  from  a  classified  status,  (3)  a 
comprehensive  loan  policy,  (4)  an  effective  problem 
loan  identification  system,  (5)  an  acceptable  system  to 
ensure  proper  credit  documentation  on  all  borrowers, 
(6)  quarterly  reviews  of  the  allowance  for  possible  loan 
losses,  (7)  acceptable  asset  and  liability  management 
policies  and  procedures,  (8)  adherence  to  the  bank’s 
investment  policy  and  restrictions  on  transactions  with 
out-of-territory  dealers,  and  (9)  procedures  to  prevent 
future  violations  of  the  bank’s  legal  lending  limit. 

56.  Bank  with  assets  of  less  than  $25  million 

The  most  recent  examination  revealed  classified  as¬ 
sets  had  increased  to  an  excessive  level  with  significant 
amounts  in  the  doubtful  and  loss  categories  Deteriora¬ 
tion  in  the  loan  portfolio  necessitated  a  substantial 
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provision  to  raise  the  reserve  for  possible  loan  losses  to 
an  adequate  level,  straining  the  bank's  earnings,  which 
have  historically  been  below  average.  The  bank's  capi¬ 
tal  was  marginal  and  funds  management  practices  were 
inadequate.  The  overall  condition  of  the  bank  indicated 
that  both  the  board  and  management  were  not  perform¬ 
ing  effectively.  Five  violations  of  12  USC  84,  one  vio¬ 
lation  of  12  USC  371c,  and  three  violations  of  12  CFR 
215  were  disclosed. 

A  Formal  Agreement  required:  (1)  a  written  program 
designed  to  improve  the  quality  of  the  criticized  assets, 
(2)  no  additional  advances  to  criticized  creditors,  (3)  a 
comprehensive  written  loan  policy,  (4)  the  obtaining  of 
satisfactory  credit  information  on  all  borrowers,  (5)  quar¬ 
terly  reviews  of  the  reserve  for  possible  loan  losses  and 
any  adjustments  deemed  necessary,  (6)  increasing  pri¬ 
mary  capital  to  at  least  7  percent  of  total  assets,  (7)  a 
program  to  improve  the  profitability  of  the  bank,  (8)  prior 
approval  of  dividends  by  the  regional  administrator,  (9) 
an  effective  formal  asset/liability  management  policy, 

(10)  an  analysis  of  the  bank's  management  needs,  and 

(11)  correction  of  all  violations  of  law  and  regulations 
and  establishment  of  procedures  to  prevent  such  future 
infractions. 

57.  Bank  with  assets  of  less  than  $25  million 

Poor  investment  decisions  (including  speculation  on 
interest  rate  movements)  and  loan  administration  prac¬ 
tices  caused  the  bank  to  sustain  operating  losses  for 
the  past  three  years.  Additionally,  large  loan  losses  have 
had  an  adverse  impact  on  current  earnings.  The  bal¬ 
ance  sheet  reflected  a  mismatched  position  with  short¬ 
term  liabilities  invested  in  long-term  investment  se¬ 
curities.  Additionally,  loan  pricing  policies  were  un¬ 
acceptable.  Capital  was  inadequate  and  management 
was  not  exercising  proper  supervision. 

A  Formal  Agreement  required:  (1 )  an  analysis  of  man¬ 
agement  needs  and  action  to  fill  such  needs,  (2)  a 
written  plan  to  improve  the  quality  of  assets,  (3)  a  com¬ 
prehensive  written  loan  policy,  (4)  increase  of  the  re¬ 
serve  for  possible  loan  losses  to  an  acceptable  level,  (5) 
a  plan  to  improve  earnings,  (6)  a  written  funds  manage¬ 
ment  policy,  (7)  the  adoption  of  an  investment  policy 
and  procedures  to  assure  that  future  bond  purchases 
are  in  conformance  with  funds  management  guidelines, 
and  (8)  the  adoption  of  a  capital  plan. 

58.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  overall  condition  continued  to  deteriorate 
after  the  execution  of  a  Formal  Agreement  with  the  Of¬ 
fice  of  the  Comptroller  of  the  Currency.  The  bank  was 
experiencing  severe  operating  losses  and  unprofitable 
operations  which  depleted  total  capital  and  placed  the 
bank  in  a  highly  illiquid  position.  Loan  quality  was  poor, 
with  many  loans  not  supported  by  adequate  credit  infor¬ 
mation  and  classified  assets  unacceptably  excessive. 
Management  was  considered  inexperienced  and  the 
unsatisfactory  position  of  the  loan  portfolio  was  at¬ 
tributed  to  its  poor  supervision  and  the  inability  of  the 
directors  and  management  to  deal  effectively  with  the 
bank's  problems.  The  commercial  report  of  examination 
also  cited  violations  of  12  USC  84  and  72 

An  Order  to  Cease  and  Desist  required  the  bank  to 
achieve  and  maintain  a  level  of  primary  capital  to  total 
assets  of  at  least  7  percent,  in  a  manner  acceptable  to 
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the  regional  administrator  The  bank’s  board  of  directors 
was  ordered  to  adopt  and  implement  programs  to  im¬ 
prove  and  sustain  the  bank’s  profitability,  to  remove  each 
asset  classified  in  the  examination  report  from  classified 
status,  and  to  develop  a  contingency  plan  to  cope  with 
any  deposit  decline  which  might  threaten  the  bank’s 
liquidity.  The  board  was  also  required  to  conduct  a 
comprehensive  review  of  the  quality  and  adequacy  of 
the  bank’s  senior  management,  and  to  submit  the  name 
of  any  person  newly  hired  or  appointed  to  an  executive 
officer  position  to  the  regional  administrator  for  ap¬ 
proval.  The  bank  was  required  to  establish  suitable  lines 
of  credit  with  the  Federal  Reserve  System  or  other  ac¬ 
ceptable  third  parties  and  to  correct  all  credit  informa¬ 
tion  deficiencies  cited  in  the  examination  report.  The 
bank’s  lending  practices  were  ordered  to  conform  to  12 
USC  84,  and  present  loans  were  to  be  reduced  to  con¬ 
form  with  that  section.  Violations  of  1 2  USC  72  were  also 
ordered  to  be  corrected. 

The  bank  was  prohibited  from  lending  or  extending 
credit  to  any  borrower  whose  loans  are  in  excess  of 
$5,000  and  have  been  classified,  so  long  as  the  loan 
remains  classified  and  uncollected,  unless  otherwise  in 
the  bank's  best  interest.  A  prohibition  on  declaring  or 
paying  dividends  was  also  imposed,  except  in  confor¬ 
mity  with  12  USC  56  and  60  and  when  justified  by 
sound  banking  practices  and  with  the  approval  of  the 
regional  administrator.  The  bank  was  also  required  to 
submit  monthly  reports  to  the  regional  administrator, 
detailing  the  actions  taken  by  it  to  comply  with  the 
provisions  of  the  Order  to  Cease  and  Desist. 

59.  Bank  with  assets  of  $100  to  $250  million 

The  bank's  criticized  assets  equalled  80  percent  of  its 
gross  capital  funds  and  delinquent  loans  constituted  8 
percent  of  all  loans  outstanding.  The  examination  re¬ 
vealed  inordinately  heavy  loan  losses.  The  allowance  for 
possible  loan  losses  was  only  marginally  adequate.  The 
bank's  level  of  liquidity  was  extremely  low.  Violations  of 
laws  and  regulations  were  also  cited,  including  12  USC 
375b(3);  12  CFR  1.8,  7.3025,  and  215.4(a);  and  31  CFR 
103.34. 

A  Memorandum  of  Understanding  required  the  bank 
to  eliminate  the  basis  for  criticism  of  all  criticized  assets 
and  to  submit  quarterly  reports  to  the  regional  admin¬ 
istrator  on  the  status  of  those  assets.  The  bank  was 
prohibited  from  extending  further  credit  to  any  borrower 
whose  outstanding  loans  were  classified  as  doubtful 
and  exceeded  $100,000.  The  bank  agreed  to  imple¬ 
ment  procedures  to  insure  proper  review  and  control 
over  delinquent  loans  and  non-accrual  loans  and  to 
submit  quarterly  reports  on  their  status  to  the  regional 
administrator.  The  Memorandum  required  the  bank  to 
improve  its  collateral  documentation  and  its  internal 
control  procedures.  The  bank  was  also  instructed  to 
review  the  adequacy  of  its  allowance  for  possible  loan 
losses  on  a  quarterly  basis. 

The  bank  agreed  to  develop  a  written  liquidity/funds 
management  policy,  as  well  as  a  written  profit  plan  and 
capital  planning  process.  The  Memorandum  also  re¬ 
quired  the  bank  to  maintain  a  detailed,  comprehensive 
budget  for  each  calendar  year.  Finally,  the  bank  was 
required  to  correct  all  violations  of  law  and  regulation 
and  to  submit  reports  to  the  regional  administrator  on 
the  bank’s  compliance  with  the  Memoiandum. 
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241— March  26,  1982 

This  is  in  response  to  your  request  to  this  Office  for  an 
opinion  regarding  the  legality  of  a  proposal  by  First 
National  Bank  (FNB),  *  *  *,  to  offer  life  insurance  to 
bank  customers  opening  Individual  Retirement  Ac¬ 
counts  (“IRAs"),  or  purchasing  certificates  of  deposits. 

As  I  understand  your  proposal,  FNB  would  offer  term 
life  insurance  coverage  for  the  amount  of  the  deposit  as 
an  inducement  to  open  IRAs  and  to  purchase  CDs.  The 
rate  of  interest  paid  on  the  accounts  would  be  the  max¬ 
imum  permitted  by  law  less  the  cost  to  the  bank  of 
providing  the  coverage  to  the  depositor.  Coverage  limits 
and  age  requirements  would  be  set  by  the  insurance 
companies  underwriting  the  coverage. 

In  analyzing  your  proposal,  it  is  first  necessary  to 
discuss  the  authority  of  a  national  bank  to  offer  insur¬ 
ance  to  its  customers.  Title  12  USC  92  provides,  in 
pertinent  part: 

In  addition  to  the  powers  now  vested  by  law  in 
national  banking  associations  organized  under  the 
laws  of  the  United  States  any  such  association  lo¬ 
cated  and  doing  business  in  any  place  the  popula¬ 
tion  of  which  does  not  exceed  five  thousand  inhabi¬ 
tants,  as  shown  by  the  last  preceding  decennial 
census,  may,  under  such  rules  and  regulations  as 
may  be  prescribed  by  the  Comptroller  of  the  Cur¬ 
rency,  act  as  the  agent  for  any  fire,  life,  or  other 
insurance  company  authorized  by  the  authorities  of 
the  State  in  which  such  bank  is  located  to  do  busi¬ 
ness  in  said  State,  by  soliciting  and  selling  insur¬ 
ance  and  collecting  premiums  on  policies  issued 
by  such  company.  .  .  . 

In  construing  this  provision,  the  5th  Circuit  Court  of 
Appeals,  whose  jurisdiction  includes  *  *  *  held  that  a 
national  bank  in  a  city  of  more  than  5,000  inhabitants 
could  not  sell  to  borrowers  broad  forms  of  automobile, 
home,  casualty  and  liability  insurance.  The  court  held 
that  the  effect  of  Section  92  was  that  the  incidental 
powers  of  national  banks,  as  set  forth  in  12  USC  24  (7), 
do  not  include  the  powers  of  national  banks  in  cities  of 
more  than  5,000  inhabitants  to  act  as  insurance  agents. 
Saxon  v.  Georgia  Association  of  Independent  Insurance 
Agents,  399  F2d  1010  (5th  Cir.  1968). 

Nevertheless,  there  are  two  theories  under  which  na¬ 
tional  banks  in  cities  of  over  5,000,  such  as  *  *  *  ,  can 
play  a  role  in  the  sale  of  insurance  to  customers. 

First,  in  Independent  Bankers  Association  of  America 
v.  Heimann,  613  F.2d  1164  (D  C.  Cir.  1979),  cert,  de¬ 
nied,  449  U  S.  823  (1980),  the  court  upheld  the  authority 
of  a  national  bank  to  act  as  an  agent  in  the  sale  of  credit 
life  insurance.  The  Court  said  at  p.  1170: 

Unlike  other  forms  of  insurance  coverage,  however, 
credit  life  insurance  is  a  limited  special  type  of 
coverage  written  to  protect  loans.  In  no  way  does  it 
involve  the  operations  of  a  general  life  insurance 
business  whether  written  in  a  town  of  over  or  under 
5,000  inhabitants.  Moreover,  Congress  has 
specifically  granted  national  banks  all  incidental 
powers  necessary  to  carry  on  the  business  of  bank¬ 
ing,  12  U.S.C.  §24  (1976),  and  as  the  record  thor¬ 


oughly  establishes  credit  life  insurance  is  now  com¬ 
monplace  and  essential  where  ordinary  loans  on 
personal  security  are  involved. 

Saxon  was  distinguished  because  the  insurance  ac¬ 
tivities  of  the  bank  in  that  case  were  not  incidental  to 
banking. 

Consequently,  it  may  be  argued  that,  despite  Saxon, 
national  banks  may  act  as  insurance  agents  where  to 
do  so  is  incidental  to  banking.  While  the  Office  has  long 
recognized  that  it  is  incidental  to  banking  for  national 
banks  to  engage  in  activities  to  promote  the  opening  of 
deposit  accounts,  I  believe  the  reasons  supporting  the 
sale  of  life  insurance  by  national  banks  are  not  as  com¬ 
pelling  as  those  which  justify  the  sale  of  credit  life  insur¬ 
ance.  Given  the  differences,  I  believe  that  it  is  highly 
unlikely  that  a  court  would  consider  the  activities  of  a 
national  bank  which  acted  as  an  agent  in  the  sale  of  life 
insurance  as  incidental  to  banking  under  12  USC  24  (7). 
This  is  particularly  true  in  *  *  *,  which  is  within  the 
jurisdiction  of  the  5th  Circuit  Court  of  Appeals  where 
Saxon  is  still  the  controlling  precedent.  Consequently,  it 
is  my  opinion  that  FNB  cannot  act  as  an  agent  in  the 
sale  of  life  insurance. 

The  other  theory  to  permit  national  banks  to  engage 
in  the  offering  of  other  types  of  insurance  including  life 
insurance,  is  that  such  activity  is  permissible  where  the 
bank  is  not  acting  as  an  “agent”  for  an  insurer,  as  the 
term  “agent”  is  used  in  12  USC  92. 

While  I  leave  it  to  bank  counsel  to  make  a  final  deter¬ 
mination  as  to  whether  FNB  would  be  acting  as  an 
“agent,”  I  would  like  to  point  out  some  issues  that 
should  be  considered  in  making  that  determination. 
First,  it  is  not  entirely  clear  whether  the  term  “agent”  in 
1 2  USC  92  is  to  be  defined  pursuant  to  state  agency  law 
or  whether  it  has  the  meaning  commonly  associated 
with  the  term  "insurance  agent.”  This  Office  has  long 
believed  that  whether  a  bank  is  acting  as  an  insurance 
agent  is  to  be  determined  in  accord  with  the  com¬ 
monplace  view  of  the  role  of  an  “insurance  agent.”  In 
Commissioner  of  Internal  Revenue  v.  First  Security  Bank 
of  Utah,  N.A.,  405  U  S.  394  (1972),’  the  Supreme  Court 
indicated  two  key  factors  in  determining  whether  a  bank 
is  acting  as  an  insurance  agent.  The  court  said: 

The  Tax  Court  found  .  .  .  that  there  was  no  ‘agency 
agreement'.  .  .  .  There  is  no  finding,  and  nothing  in 
the  record  to  support  a  finding,  that  the  banks  were 
agents  of  the  insurance  companies  or  that  they 
were  .  .  .  ‘selling  insurance’  within  the  meaning  of 
the  statute.  The  banks  no  doubt  ‘solicited’  in  the 
sense  that  they  encouraged  their  customers  to  take 
out  the  insurance.  But  in  the  absence  of  an  agency 
relationship,  and  in  view  of  the  undisputed  fact  that 
the  bank  received  no  commissions  or  premiums,  it 
cannot  be  said  that  there  was  a  violation  of  the 
statute.  .  .  .  {Id.  at  402-403  fn  16.) 

In  interpreting  this  case,  this  Office  has  pointed  out  that 
the  Supreme  Court  merely  adopted  the  litigant's  as- 


’  The  case  dealt  with  a  claim  by  the  Internal  Revenue  Service  that 
commissions  on  the  sale  of  credit  life  insurance,  which  went  to  an 
affiliate  of  a  national  bank,  should  be  attributed  for  tax  reasons  to  the 
bank  The  court  rejected  IRS'  contention 
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sumption  that  the  bank  could  not  legally  receive  com¬ 
mission  income  and,  thus,  its  treatment  of  the  issue  is 
not  tantamount  to  a  holding  that  receipt  of  commission 
income  from  the  sale  of  credit  life  insurance  is  beyond 
the  incidental  powers  of  a  national  bank.  Nevertheless, 
in  light  of  the  Court’s  dicta  in  footnote  16,  this  Office  has 
noted  that  commissions  or  fees  as  known  in  the  insur¬ 
ance  industry  generally  represent  a  percentage  of  the 
first  year's  premium.  Reimbursement  of  administrative 
expenses  plus  a  reasonable  charge  for  banking  ser¬ 
vices  has  not  been  considered  by  the  Office  to  be  a 
commission  or  fee.  However,  this  issue  also  has  not 
been  determined  by  a  court. 

Factors  other  than  those  identified  by  the  Supreme 
Court  in  First  Security  Bank  also  have  been  considered 
relevant  by  the  Office  in  determining  whether  a  national 
bank  is  acting  as  an  insurance  agent.  These  include 
selling  a  variety  of  lines  of  insurance  coverage,  engag¬ 
ing  in  general  insurance  counselling,  risk  evaluation, 
investigation  of  the  applicant,  assumption  of  certain  un¬ 
derwriting  risks,  handling  of  claims  and  issuance  of  the 
certificate  of  coverage.  Support  for  this  position  is  pro¬ 
vided  by  First  National  Bank  of  La  Marque  v.  Smith,  436 
F.  Supp.  824  (S.D.  Tex.  1977),  modified  on  other 
grounds,  610  F.2d  1258  (5th  Cir.  1980),  which  held  that 
a  bank  was  not  an  insurance  agent  when  it  was  the 
holder  of  a  group  credit  life  insurance  policy.  The  court 
said: 

The  term  ‘insurance  agent’  as  commonly  used, 
means  an  entity  which  actively  solicits  the  sale  of 
insurance  of  all  types,  particularly  life,  casualty,  fire 
and  liability  policies,  counsels  actual  and  prospec¬ 
tive  clients  concerning  their  insurance  needs,  ar¬ 
ranges  coverages  of  all  types,  and  represents  a 
number  of  different  companies.  The  activities  [of 
the  bank]  do  not  resemble  the  activities  normally 
carried  on  by  an  ‘insurance  agent’  but  on  the  con¬ 
trary  are  virtually  identical  to  the  activities  carried 
on  by  an  employer  which  obtains  and  services  a 
policy  of  group  insurance.  (436  F.  Supp.  at  833.) 

La  Marque  thus  also  demonstrates  that  a  bank  as  a 
holder  of  a  group  insurance  policy  is  not  considered  an 
insurance  agent  as  that  term  is  used  in  12  USC  92. 

Because  you  have  not  explicitly  set  forth  FNB's  pro¬ 
posed  role  in  the  sale  of  life  insurance  other  than  the 
forwarding  of  premium  payments,  indirectly  paid  for  by 
the  depositor  through  acceptance  of  a  reduced  rate  of 
interest,  I  am  unable  to  render  an  opinion  as  to  whether 
FNB  would  be  acting  as  an  insurance  agent.  I  advise 
bank  counsel  to  consider  the  aforementioned  issues  in 
making  this  determination. 

If  a  determination  is  made  that  FNB  would  not  be 
acting  as  an  agent,  other  issues  arise.  First,  is  whether 
FNB’s  role  in  the  sale  of  life  insurance  is  authorized  as 
incidental  to  banking  under  12  USC  24(7).  As  previously 
indicated,  the  Office  believes  that  promotional  activities 
to  encourage  the  opening  of  deposit  accounts  are  per¬ 
missible  under  12  USC  24(7). 

Second,  various  issues  arise  as  a  result  of  regulations 
governing  the  payment  of  interest  on  deposit  accounts. 
Title  12  CFR  1204  109  provides,  in  pertinent  part: 

(a)  Premiums,  whether  in  the  form  of  merchandise, 


credit,  or  cash,  given  by  a  depository  institution  to  a 
depositor  will  be  regarded  as  an  advertising  or  a 
promotional  expense  rather  than  a  payment  of  inter¬ 
est  if:  (1 )  the  premium  is  given  to  a  depositor  only  at 
the  time  of  the  opening  of  a  new  account  or  an 
addition  to,  or  renewal  of,  an  existing  account;  (2) 
no  more  than  two  premiums  per  account  are  given 
within  a  12-month  period;  and  (3)  the  value  of  the 
premium  or,  in  the  case  of  articles  of  merchandise, 
the  total  cost  including  shipping,  warehousing, 
packaging,  and  handling  costs  does  not  exceed 
$10  for  deposits  of  less  than  $5,000  or  $20  for 
deposits  of  $5,000  or  more. 

Consequently,  FNB  must  be  certain  that  the  insurance 
premium  payment  combined  with  the  interest  paid  to 
the  depositor  does  not  exceed  the  interest  rate  ceiling. 

FNB  should  also  be  aware  of  the  requirement  of  12 
CFR  1204.1 1 1  which  prohibits  the  prepayment  of  inter¬ 
est  on  any  deposit  account  subject  to  deposit  rate 
ceilings.  Thus,  the  bank  could  only  pay  premiums  on 
the  life  insurance  policy  after  the  depositor  has  earned 
the  interest. 

Further,  in  connection  with  your  proposal  to  pay  insur¬ 
ance  premiums  for  depositors  opening  IRA  accounts, 
the  payment  of  the  insurance  premium  could  be  consid¬ 
ered  to  be  an  early  withdrawal  of  interest  for  tax  pur¬ 
poses.  The  Internal  Revenue  Service  has  issued  a  news 
release  (81-137)  which  indicates  that  depository  institu¬ 
tions  may  be  permitted  to  offer  incentives  to  depositors 
opening  IRA  accounts,  if  the  cost  of  the  incentive  is 
minimal.  A  copy  of  this  news  release  is  attached.  The  tax 
effects  of  the  insurance  premiums  should  be  reviewed 
by  bank  counsel,  who  may  want  to  confer  with  the  IRS 
on  this  issue. 

Your  proposal  also  notes  a  plan  by  which  demand  or 
NOW  account  customers  could  subscribe  to  a  “Club 
Account’’  package  which  would  offer  life  insurance  and 
other  services.  The  same  considerations  set  forth  in  full 
above  apply  to  this  proposal.  First,  the  bank  may  not  be 
an  agent  of  the  insurer.  Second,  it  is  unclear  from  the 
materials  you  have  provided  whether  the  bank  would  be 
paying  the  insurance  premiums.  If  so,  then  the  bank 
must  be  careful  not  to  exceed  interest  rate  ceilings  or  to 
prepay  interest.  If  not,  these  questions  do  not  arise. 

You  have  also  submitted  material  relating  to  credit  life, 
health,  and  accident  insurance.  While  you  have  not 
asked  specific  questions  about  this  coverage,  I  would 
like  to  make  the  following  observations.  Under  Saxon,  it 
is  questionable  whether  a  bank  in  the  Fifth  Circuit  can 
act  as  an  agent  in  the  sale  of  credit  life,  health  and 
accident  insurance.  It  is  very  doubtful  whether  a  bank  in 
a  city  of  over  5,000  can  act  as  an  agent  in  the  sale  of 
other  types  of  insurance.  As  I  understand  the  material 
you  have  submitted  concerning  credit  life,  health,  and 
accident  insurance,  I  believe  that  certain  aspects  of  it 
may  not  be  construed  to  be  credit  life,  health,  or  acci¬ 
dent  insurance.  Benefits  of  such  insurance  are  gener¬ 
ally  payable  to  the  bank.  Because  this  serves  as  added 
security  for  its  loan,  benefits  decrease  as  the  loan  is 
paid  off.  However,  the  material  you  have  submitted  pro¬ 
vides  for  ‘‘Level  Life  Insurance"  which  "pays  the  full 
amount  of  coverage  at  any  time"  during  the  term  of  the 
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loan.  To  the  extent  that  this  insurance  may  be  more 
properly  described  as  term  life  insurance,  I  do  not  be¬ 
lieve  a  bank  can  act  as  an  agent  in  its  sale  within  the 
Fifth  Circuit.  I  would  suggest  that  you  review  the  other 
types  of  coverage  proposed  to  determine  whether  they 
fit  within  the  meaning  of  "credit  life,  health  and  accident" 
insurance.  The  key  factors  are  that  benefits  are  payable 
to  the  bank  and  that  they  cover  the  outstanding  indebt¬ 
edness  only.  Of  course,  if  the  bank  is  not  acting  as  an 
"agent,”  this  question  does  not  arise. 

You  should  also  be  aware  of  the  possible  applicability 
of  state  law  to  the  relationship  between  the  customer, 
FNB  and  the  insurer.  See  12  USC  101 2, 2  Independent 
Bankers  Ass'n  v.  Heimann,  613  F.2d  1164,  1170  (D  C. 
Cir.  1979).  If  conflict  arises  between  federal  law  and 
state  law,  which  concerns  the  insurance  activities  for 
FNB,  you  may  wish  to  seek  an  opinion  from  this  Office 
as  an  aid  in  resolving  such  conflict. 

In  conclusion,  a  bank  in  the  Fifth  Circuit  can  offer  life 
insurance  if  it  is  not  acting  as  an  agent  for  an  insurer.  If 
the  bank  is  to  pay  all  or  part  of  the  premiums,  the  bank 
should  be  careful  to  comply  with  regulations  governing 
payment  of  interest  on  deposits.  Payment  of  insurance 
premiums  by  a  bank  for  a  depositor  with  an  IRA  account 
may  subject  the  depositor  to  possible  tax  liability  and 
penalties.  An  opinion  from  IRS  on  the  tax  consequences 
of  such  a  transaction  is  advisable.  In  the  Fifth  Circuit, 
which  includes  *  *  *,  it  is  questionable  whether  a  na¬ 
tional  bank  can  act  as  an  agent  in  the  sale  of  credit  life, 
health,  and  accident  insurance.  It  is  very  doubtful  in  the 
Fifth  Circuit  whether  a  national  bank  can  act  as  an 
agent  in  the  sale  of  types  of  insurance  which  extend 
beyond  credit  life,  health,  and  accident  insurance  by 
providing  benefits  to  the  debtor  or  which  exceed  the 
amount  of  the  outstanding  indebtedness.  It  may  also  be 
necessary  to  consider  the  relevance  of  state  law  to 
insurance  activities  involving  the  bank. 

I  hope  this  letter  has  been  responsive  to  your  inquiry. 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 

242— May  10,  1982 

This  is  in  response  to  your  letter  of  April  19,  1982, 
concerning  the  use  of  moving  averages  of  permitted 
indices  in  this  Office’s  Adjustable-Rate  Mortgage  (ARM) 
regulations,  12  CFR  29,  as  amended  at  47  Federal 
Register  13775  (1982).  In  particular,  you  ask  whether  a 
bank  has  authority  to  adjust  interest  rates  based  on  a 
moving  average  of  index  values  from  the  date  of  loan 
origination  to  the  first  rate  change  notification  date.  You 
state  that  Section  29.4(2)  of  the  regulation,  taken  liter¬ 
ally,  does  not  permit  a  rate  change  on  the  first  desig¬ 
nated  rate-change  date  and  might  even  be  read  to 


2  That  provision  states: 

(a)  The  business  of  insurance,  and  every  person  engaged 
therein,  shall  be  subject  to  the  laws  of  the  several  States  which 
relate  to  the  regulation  or  taxation  of  such  business 


preclude  any  rate  changes  because  there  would  be  no 
prior  rate-change  notification  date. 

Pursuant  to  Section  29  4  of  the  regulation,  as 
amended,  a  national  bank  may  use  as  the  index  value 
for  the  purpose  of  determining  interest  rate  changes: 

(2)  the  moving  averages  on  (the  date  for  notifying 
borrowers  of  impending  rate  change)  of  all  values 
of  an  index  over  the  interval  from  the  prior  rate- 
change  notification  date  to  the  current  rate-change 
notification  date,  using  as  a  starting  index  the  mov¬ 
ing  average  of  index  values  over  an  equivalent  inter¬ 
val  ending  with  the  date  as  of  which  the  initial  index 
value  on  a  loan  is  determined  *  *  *  (12  CFR  29.4.) 

Pursuant  to  this  section,  prior  to  the  first  rate-change 
notification  date  a  national  bank  must  determine  the 
applicable  interval  between  rate-change  notification 
dates.  The  moving  average  of  the  index  values  over  this 
interval  is  then  used  for  determining  changes  in  the 
selected  index  at  the  first  and  all  subsequent  rate- 
change  notification  dates.  The  initial  value  of  the  index 
is  established  by  using  an  equivalent  interval  ending 
with  the  date  as  of  which  the  initial  index  value  is  deter¬ 
mined.  The  date  the  initial  index  value  is  determined  is 
either  the  date  of  loan  origination  or,  if  the  bank  so 
specifies  in  its  loan  commitment,  such  earlier  date  on 
which  the  bank  enters  into  a  binding  commitment  to 
lend  at  a  specified  starting  interest  rate. 

The  index  value  on  the  first  rate-change  date  should 
be  determined  by  taking  the  moving  average  over  an 
equivalent  interval  ending  on  the  first  rate-change  notifi¬ 
cation  date.  All  subsequent  index  values  on  rate- 
change  dates  are  determined  by  using  an  equivalent 
interval  ending  on  the  pertinent  rate-change  notification 
date.  All  of  the  time  intervals  used  to  establish  index 
values  under  the  moving  average  method  are  thus  uni¬ 
form  in  length. 

Please  note  that  if  the  bank  postpones  the  first  poten¬ 
tial  interest  rate  change  pursuant  to  Section  29.5  of  the 
regulation,  the  moving  average  index  value  on  the  first 
rate-change  date  must  be  calculated  based  on  the 
regular  frequency  of  change  interval  between  rate- 
change  notification  dates,  not  on  the  enlarged  time 
period  between  the  establishment  of  the  initial  index 
value  and  the  first  rate-change  notification  date.  There¬ 
fore,  in  such  a  case,  the  bank  should  use  as  an  index 
value  on  the  first  rate-change  date  the  moving  average 
of  index  values  over  the  regular  frequency  of  change 
interval  ending  with  the  first  rate-change  notification 
date. 

Francis  S.  Rath 
Attorney 

Legal  Advisory  Services  Division 

*  *  * 

243— April  28,  1982 

This  is  in  response  to  your  letter  of  March  10,  1982, 
inquiring  whether  the  sale  of  bank-owned  property  on  a 
trust  deed  basis  would  be  subject  to  the  provisions  of 
the  adjustable-rate  mortgage  regulation 
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You  state  that  the  sale  transaction  of  bank-owned 
properties  would  otherwise  fit  the  definition  of  an  adjust¬ 
able-rate  mortgage  ("ARM")  loan.  Therefore,  I  assume 
that  the  properties  are  one-  to  four-family  dwellings  and 
that  a  trust  deed  gives  the  bank  a  lien  on  the  property  as 
security  for  the  loan.  If  the  bank  makes  a  loan  to  finance 
the  purchase  of  bank-owned  property,  which  otherwise 
fits  the  definition  of  an  adjustable-rate  mortgage  loan, 
then  the  loan  would  be  subject  to  the  adjustable-rate 
mortgage  regulation,  12  CFR  29.  In  the  case  of  a  sale 
transaction  of  bank-owned  property,  the  bank  is  both 
the  seller  and  lender.  The  fact  that  the  property  is  bank- 
owned,  however,  does  not  change  the  character  of  the 
loan. 

In  addition,  you  ask  whether  the  phrase  "periodically 
adjust  the  interest  rate  on  the  loan"  would  encompass  a 
stepped-rate  transaction  where  the  borrower  agrees  to 
pay  an  interest  rate  of  14  percent  for  1  year,  14.5  per¬ 
cent  for  the  following  year  and  15  percent  for  each  year 
thereafter. 

The  definition  of  an  adjustable-rate  mortgage  loan 
uses  the  phrase  “adjust  the  rate  of  interest  from  time  to 
time"  rather  than  "periodically  adjust  the  interest  rate  on 
the  loan.”  While  it  can  be  argued  that  the  stepped-rate 
mortgage  loan  described  in  your  letter  seems  to  come 
within  the  definition  of  an  adjustable-rate  mortgage 
loan,  since  it  provides  for  a  change  in  the  rate  of  interest 
at  the  end  of  the  first  and  second  year,  the  described 
mortgage  loan  is  significantly  different  from  an  adjust¬ 
able-rate  mortgage  loan  in  one  respect.  The  interest 
rate  for  the  entire  term  of  the  mortgage  loan  is  known  by 
the  borrower  when  the  loan  is  made.  While  there  will  be 
two  changes  in  the  rate  of  interest,  the  changes  are  at 
fixed  times  and  the  new  rate  of  interest  is  specified. 
Thus,  the  total  interest  cost  for  the  loan  is  certain  at  the 
time  of  origination. 

Under  the  adjustable-rate  mortgage  regulation,  the 
rate  of  interest  is  to  be  tied  to  an  index.  Changes  in  the 
rate  of  interest  on  the  mortgage  loan  are  linked  to 
changes  in  the  particular  index  selected.  In  addition, 
the  changes  are  further  limited  by  the  provisions  con¬ 
tained  in  the  regulation.  In  the  proposed  stepped-rate 
mortgage  loan,  however,  the  changes  are  not  tied  to  any 
index  at  all  and  are  fixed  from  the  outset.  The  loan 
document  provides  for  a  fixed  interest  rate  of  1 4  percent 
the  first  year,  14.5  percent  for  the  second  year  and  15 
percent  thereafter.  The  uncertainty  in  the  magnitude 
and  frequency  of  interest  rate  changes  which  the  ad¬ 
justable-rate  mortgage  regulation  was  partially  de¬ 
signed  to  protect  against  is  not  present.  In  fact,  it  can  be 
argued  that  the  bank  is  not  adjusting  the  rate  of  interest 
at  all  since  the  rate  of  interest  is  fixed  at  loan  origination 
for  the  entire  term  Therefore,  in  my  opinion,  the  mort¬ 
gage  loan  you  describe  would  not  be  considered  an 
ARM  pursuant  to  12  CFR  29. 

Alternatively,  the  bank  could  clearly  write  a  fixed-rate 
mortgage  loan  at  15  percent  and  then  agree  to  buy 
down  the  interest  or  forbear  the  collection  of  the  full 
interest  in  the  first  two  years  of  the  loan,  so  that  the 
interest  rate  in  the  first  year  was  effectively  14  percent 
and  in  the  second  year  was  effectively  14.5  percent, 
even  though  the  interest  rate  specified  in  the  loan  docu¬ 
ment  would  be  15  percent.  In  this  manner,  the  bank  has 


not  changed  or  varied  the  interest  rate;  it  remains  fixed 
at  15  percent  for  the  term,  but  the  bank  has  agreed  to 
forbear  the  collection  of  1  percent  in  the  first  year  and 
1/2  percent  in  the  second  year.  In  staff  opinions  on  this 
type  of  loan  we  have  stated  that  such  a  loan  arrange¬ 
ment  would  likewise  not  be  considered  an  adjustable- 
rate  mortgage  loan  subject  to  12  CFR  29. 

Please  note  that  the  bank  should  ensure  that  it  pro¬ 
vides  all  necessary  disclosures,  including  those  re¬ 
quired  by  the  Truth  in  Lending  Act,  so  that  the  borrower 
is  properly  informed  of  the  provision  of  the  loan. 

If  you  have  any  further  questions,  please  feel  free  to 
contact  Robert  Satrom  at  (202)  447-1880. 

Francis  S.  Rath 
Attorney 

Legal  Advisory  Services  Division 

*  *  * 

244 — January  26,  1982 

This  is  in  response  to  your  letter  to  Mr.  Richard  V. 
Fitzgerald  of  April  10,  1981,  posing  the  following  two 
questions. 

First  you  inquire  whether  a  bank  may  make  a  shared 
appreciation  mortgage  loan  (SAM)  to  the  developer  of 
residential  real  property.  As  outlined  in  your  letter,  a  loan 
to  a  developer  would  be  made  at  a  below-market  inter¬ 
est  rate  for  the  acquisition  of  improved  residential  real 
property  and  its  conversion  into  condominiums.  In  addi¬ 
tion  to  repaying  all  loan  principal  and  any  interest  then 
due,  the  developer  would  also  be  required  to  pay  the 
bank  an  additional  fixed-dollar  amount  upon  sale  of  a 
condominium  unit  or  a  percentage  of  the  sale  price  of 
each  individual  unit  sold.  The  bank  would  have  no 
ownership  interest  in  the  real  property. 

The  second  situation  outlined  in  your  letter  is  one 
where  the  bank  would  finance  the  acquisition  of  im¬ 
proved  or  unimproved  real  property  and/or  the  construc¬ 
tion  of  improvements  thereon  from  which  the  borrower 
would  operate  a  business.  Financing  would  be  at  a 
below-market  interest  rate  and  the  loan  would  mature  in 
five  years  or  less  with  regular  monthly  installments  of 
principal  and  interest  determined  by  an  amortization 
schedule  longer  than  the  loan  term.  At  maturity  of  the 
loan  the  borrower  would  also  have  to  pay  a  percentage 
of  the  appreciation  in  the  business'  value  in  addition  to 
the  remaining  principal  of  the  loan  and  accrued  interest. 
The  amount  of  this  appreciation  payable  will  be  deter¬ 
mined  by  the  sale  price  of  the  business  or  by  an  ap¬ 
praisal.  A  repayment  penalty  would  be  charged  if  the 
business  is  sold  or  transferred  prior  to  the  time  of  matu¬ 
rity.  The  bank  would  again  have  no  ownership  interest  in 
the  business  or  the  real  property. 

As  you  know  1 2  USC  29  enumerates  the  purposes  for 
which  a  national  bank  may  "purchase,  hold,  and  convey 
real  estate.”  That  section  is  intended,  inter  alia,  to  pre¬ 
vent  national  banks  from  speculating  in  real  estate  by 
prohibiting  the  holding  of  real  estate  except  in  the  case 
of  property  used  in  the  bank's  business  or  taken  in 
satisfaction  of  previously  contracted  debts  and  held  for 
a  limited  period  Therefore,  if  the  making  of  these  SAMs 


118 


is  considered  to  be  the  purchase,  holding,  or  con¬ 
veyance  of  real  estate,  a  national  bank  would  be  prohib¬ 
ited  from  engaging  in  such  transactions. 

In  the  first  SAM  outlined  in  your  letter  the  developer 
would  pay  an  additional  sum,  such  as  $1,000  to  the 
bank  for  each  unit  as  it  is  sold.  While  it  is  not  so  stated  in 
your  letter,  I  assume  that  this  $1,000  is  a  share  of  the 
profit  the  developer  realizes  or  expects  to  realize  or 
each  sale.  As  you  state  in  your  letter,  Interpretive  Ruling 
7.7312,  12  CFR  7.7312,  states  that: 

A  national  bank  may  take  as  consideration  for  a 
loan  a  share  in  the  profit,  income,  or  earnings  from 
a  business  enterprise  of  a  borrower.  Such  share 
may  be  in  addition  to  or  in  lieu  of  interest.  The 
borrower’s  obligation  to  repay  principal,  however, 
shall  not  be  conditioned  upon  the  profit,  income,  or 
earnings  of  the  business  enterprise. 

It  is  my  view  that  the  first  SAM  outlined  in  your  letter, 
where  the  bank  receives  a  fixed  sum  or  a  percentage  of 
the  sale  price  for  each  unit  sold  by  the  real  estate 
developer,  falls  within  the  practices  sanctioned  by  Inter¬ 
pretive  Ruling  7.7312,  12  CFR  7.7312.  Please  note  that 
this  conclusion  applies  only  to  cases  where  the  bank 
takes  a  share  of  the  profit,  income,  or  earnings  of  a 
business  enterprise.  We  are  not  deciding  whether  Inter¬ 
pretive  Ruling  7.7312,  12  CFR  7.7312.  Please  note  that 
situation  where  a  bank  is  receiving  a  fixed  dollar  pay¬ 
ment,  in  addition  to  principal  and  interest  payments, 
which  is  not  a  share  of  the  profit,  income,  or  earnings  of 
a  business  enterprise. 

In  the  second  SAM  you  outlined  in  your  letter,  the 
bank  would,  in  addition  to  receiving  payments  of  princi¬ 
pal  and  interest  on  the  loan,  also  receive  a  percentage 
of  the  appreciation  in  the  business'  value.  It  is  my  opin¬ 
ion  that  such  a  transaction  is  also  not  a  purchase, 
holding,  or  conveyance  of  real  estate  within  the  meaning 
of  12  USC  29  and  would  not  result  in  a  violation  of  12 
USC  24  (Seventh)  (limiting  a  bank’s  powers  to  activities 
incidental  to  banking).  The  bank  is  not  obtaining  a  pres¬ 
ent  or  future  possessory  interest  in  real  property.  In¬ 
stead,  the  bank  expects  to  receive  an  amount  of  money, 
as  interest,  measured  by  a  contingent  share  of  the  ex¬ 
pected  future  appreciation  of  the  business’  value.  The 
bank  is  not  risking,  in  the  absence  of  default,  a  loss  on 
the  principal  of  its  loan  even  if  the  business  should 
decline  in  value.  Please  note  that  under  the  language  of 
the  Interpretive  Ruling  the  bank  may  use  the  gross  ap¬ 
preciation  of  the  business’  value  only  if  the  amount  the 
bank  receives  does  not  exceed  the  net  appreciation — 
i.e.,  profit,  income,  or  earnings — derived  from  the  bor¬ 
rower's  ownership  of  the  business  property. 

This  Office  has  held  that  a  national  bank  may  take  a 
share  of  the  profit  of  an  enterprise  in  lieu  of  or  in  addition 
to  the  interest  it  receives  on  a  loan  so  long  as  the 
repayment  of  loan  principal  is  contractually  assured. 
See  Interpretive  Ruling  7.7312,  12  CFR  7.7312.  The  fact 
that  the  bank  is  receiving  a  share  of  the  appreciation  of 
the  business’s  value  rather  than  a  share  of  the  profit, 
income,  or  earnings  a  business  generates  is  immaterial. 
The  proposed  transaction  is  merely  a  contract  be¬ 
tween  the  bank  and  the  borrower  in  which  the  borrower 
agrees  to  pay  at  a  future  date  an  amount  of  interest 


which  is  determined  by  independent  and  outside  fac¬ 
tors,  in  this  case  the  increase  in  the  value  of  the  busi¬ 
ness  at  a  given  date  or  event. 

You  also  request  this  Office's  guidance  concerning 
the  determination  of  the  level  of  monthly  installments 
needed  on  loans  maturing  with  a  balloon  payment  prior 
to  the  end  of  the  fully  amortizing  term.  As  you  know,  12 
USC  371  and  12  CFR  7.2125(c)  (1981)  set  requirements 
for  amortization  of  real  estate  loans  in  certain  circum¬ 
stances.  This  Office  is  currently  reexamining  the  mean¬ 
ing  of  amortization  in  light  of  changes  in  mortgage  fi¬ 
nancing  in  the  context  of  both  adjustable-rate  and 
graduated  payment  mortgages.  Therefore,  I  am  not  pre¬ 
pared  at  this  time  to  specify  the  minimum  level  for  in¬ 
stallment  payments  meeting  the  statutory  amortization 
requirement. 

I  trust  this  has  been  responsive  to  your  inquiry.  If  you 
have  any  further  questions,  please  contact  Mr.  Francis 
S  Rath,  Attorney,  Legal  Advisory  Services  Division,  at 
(202)  447-1880. 

Charles  F.  Byrd 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 


245— June  10,  1982 

This  responds  to  your  letter  of  June  4,  1982,  concern¬ 
ing  the  application  of  12  USC  371c  and  12  CFR  7.7361 
to  the  participation  of  a  standby  letter  of  credit  among 
affiliated  banks. 

The  standby  letter  of  credit  will  be  issued  by  subject 
bank.  Prior  to  committing  itself  to  issue  the  credit,  the 
bank  will  provide  credit  information  on  the  account  party 
to  its  affiliates.  This  information  will  include  a  description 
of  the  collateral  to  be  furnished  by  the  account  party  as 
security  for  its  obligation  to  repay  the  issuer  for  draws 
under  the  letter  of  credit.  Each  affiliate  will  analyze  the 
information,  make  its  individual  credit  judgment,  and 
notify  subject  bank  if  a  participation  is  desired. 

We  believe  that  a  Federal  Reserve  ruling,  12  CFR 
250.250,  relating  to  a  member  bank's  purchase  of  or 
participation  in  a  loan  originated  by  an  affiliate,  is  ap¬ 
plicable  to  this  situation.  In  the  context  of  the  transaction 
described  above,  the  Federal  Reserve's  ruling  requires 
the  affiliate  to  conduct  an  independent  evaluation  of  the 
account  party's  creditworthiness,  and  this  would  have  to 
be  done  prior  to  subject  bank’s  committing  itself  to 
issue  the  letter  of  credit.  Moreover,  the  ruling  contem¬ 
plates  that  subject  bank  must  also  undertake  its  own 
evaluation  of  the  account  party’s  credit  standing, 
whether  or  not  subject  bank  expects  to  retain  a  share  of 
the  credit.  With  independent  credit  analysis  being  un¬ 
dertaken  by  the  issuer  and  by  each  participant,  the 
arrangement  differs  from  that  discussed  in  OCC  Inter¬ 
pretive  Letter  No.  219,  CCH  Fed.  Banking  L  Rep 
85,300,  where  the  holding  company's  lead  bank  (the 
issuer  of  the  credit)  failed  to  do  a  credit  analysis 

We  also  believe  that  the  participation  should  be 
drawn  so  that  if  a  draft  is  presented,  the  affiliates'  obliga¬ 
tion  to  pay  their  share  to  subject  bank  is  direct  and 
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immediate,  i.e.,  the  participants  should  pay  before  or  on 
the  same  day  that  subject  bank  pays. 

The  bank  or  its  parent  holding  company  may  wish  to 
consider  adopting  in  written  form  the  procedures  out¬ 
lined  above. 

Since  your  proposal  envisions  the  procedures  dis¬ 
cussed  above,  I  believe  that  subject  bank  would,  in  the 
language  of  12  CFR  250.250(c),  “be  taking  advantage 
of  an  investment  opportunity  rather  than  being  impelled 
by  any  improper  incentive  to  alleviate  working  capital 
needs  .  .  .  that  are  directly  attributable  to  excessive 
outstanding  commitments.” 

Therefore,  in  my  opinion  12  USC  371c  and  12  CFR 
7.7361  do  not  apply  to  the  transaction  described  in  your 
letter. 

Ford  Barrett 

Assistant  Chief  Counsel 

*  *  * 


246 — June  10,  1982 

This  is  in  response  to  your  letters  of  May  20  and  May 
27,  1982  concerning  a  new  program  administered  by 
your  client  (“the  Fund”).  You  request  an  interpretation  of 
the  coverage  of  the  Comptroller’s  Adjustable-Rate  Mort¬ 
gage  (“ARM”)  regulations,  12  CFR  29,  as  amended  at 
47  Federal  Register  13775  (1982),  to  loans  made  by 
national  banks  participating  in  the  Fund's  new  mortgage 
program. 

You  have  summarized  the  Fund’s  new  “Mortgage  In¬ 
vestment  Pool”  program  as  follows.  The  West  Virginia 
Legislature  has  passed  a  law  requiring  the  Fund  to 
administer  a  $50  million  pool  to  provide  single-family 
housing  loans  to  eligible  borrowers.  Beginning  June  1 1 , 
1982,  participating  lenders  will  originate  these  loans 
and  the  Fund  will  purchase  the  loans  as  agent  for  the 
West  Virginia  State  Board  of  Investments.  By  statute,  the 
Legislature  requires  the  loans  to  contain  certain  interest 
rate  provisions.  The  initial  interest  rate  on  loans  made 
under  the  program  “shall  not  exceed  the  monthly  index 
of  long-term  United  States  government  bond  yields  for 
the  calendar  month  preceding  the  date  the  commitment 
for  such  loan  is  made  .  .  but  not  be  less  than  ten  nor 
more  than  twelve  percent  per  annum.  W.  Va.  Code 
§31 -18B-6(a).  The  Fund  may  increase  the  interest  rate 
up  to  one-half  of  one  percent  over  the  above  rate  if  the 
loan  is  placed  and  serviced  by  a  mortgage  company, 
savings  and  loan,  or  bank.  W.  Va.  Code  §31-18B-9(b). 

The  term  of  loans  made  under  this  program  may  be 
from  20  to  30  years.  W.  Va.  Code  §31 -1 8B-7(a).  At  the 
end  of  the  first  ten  years  of  each  loan,  the  interest  rate 
may  be  renegotiated — at  the  option  of  the  Fund  and 
conditioned  upon  a  specified  increase  in  the  borrower’s 
income — to  two  percent  above  the  monthly  index  of 
long-term  United  States  government  bond  yields  for  the 
calendar  month  preceding  the  change  in  rate,  but  in  no 
event  to  exceed  fourteen  percent  per  annum.  W  Va. 
Code  §31  -18B-7(b).  Said  “monthly  index  of  long-term 
United  States  government  bond  yields”  is  defined  by 
statute  to  mean: 


the  monthly  unweighted  average  of  the  over-the- 
counter  market  for  all  outstanding  United  States 
treasury  bond  issues  which  mature  twenty  years  or 
more  from  the  date  the  index  is  calculated,  but  shall 
not  include  such  bonds  as  are  redeemable  at  par 
for  payment  of  federal  estate  taxes.  {Id.;  see  W.  Va. 
Code  §31  -1 8B-6(a).) 

From  our  telephone  discussions,  it  is  my  understand¬ 
ing  that  national  banks  participating  in  the  Fund’s  new 
program  will  structure  their  loans  as  follows.  The  mort¬ 
gage  loan  notes  will  be  written  at  an  initial  rate,  required 
by  statute  to  be  set  from  10  percent  to  12  percent  per 
annum  (plus  0.5  percent  for  loan  servicing  fees)  for  the 
first  10  years.  The  notes  will  provide  for  a  one-time 
increase  in  interest  rate  to  14  percent  per  annum,  to 
occur  on  the  tenth  anniversary  of  the  loan. 

Simultaneous  to  executing  the  above-described 
mortgage  loan  notes,  national  banks  and  borrowers  will 
execute  separate  forbearance  letters.  In  these  agree¬ 
ments  the  national  banks  will  agree  to  forbear  in  part  the 
charging  of  interest  from  the  tenth  anniversary  re¬ 
negotiation  date  of  the  loan  through  the  remainder  of  the 
loan  term.  The  banks  will  agree  to  forbear  from  the  14 
percent  maximum  permitted  renegotiated  interest  rate 
stated  in  the  promissory  notes  to  the  indexed  rate  pro¬ 
vided  by  the  state  statute  (W.  Va.  Code  §31-18B-7(b)). 
The  national  banks  will  further  agree  to  forbear  any 
increase  in  interest  rate  over  the  remainder  of  the  loan 
term  if  the  borrower's  average  gross  income  has  not 
increased  at  the  time  of  the  tenth  anniversary  renegotia¬ 
tion  in  the  amount  required  by  statute  (Id.).  Once  for¬ 
bearance  of  interest  pursuant  to  the  side  letter  is  acti¬ 
vated,  it  will  continue  through  the  remainder  of  the  loan 
term.  In  no  event  will  participating  national  banks  for¬ 
bear  interest  over  the  remainder  of  the  loan  term  in  an 
amount  that  would  result  in  an  actual  interest  rate  below 
that  fixed  for  the  first  10  years  of  the  loan. 

It  is  my  opinion  that  the  above  program  is  not  properly 
subject  to  the  ARM  regulations.  The  regulations  apply  to 
loans  “made  pursuant  to  an  agreement  intended  to 
enable  the  lender  to  adjust  the  rate  of  interest  from  time 
to  time.”  12  CFR  29.2.  The  regulations  are  designed  in 
part  to  minimize  the  uncertainty  facing  borrowers  with 
ARMs.  In  the  Fund's  program,  a  borrower  will  be  on 
notice  from  the  terms  of  his  promissory  note  that  he  is 
obligated  to  pay  a  fixed  amount  of  interest  during  the 
first  10  years  of  the  loan,  and  a  maximum  of  14  percent 
per  annum  thereafter.  The  maximum  interest  rate  for  the 
entire  term  of  the  mortgage  loan  is  known  by  the  bor¬ 
rower  when  the  loan  is  made.  While  there  may  be  a 
change  in  the  rate  of  interest,  the  change  will  be  at  a 
fixed  time  and  the  maximum  rate  of  interest  is  specified. 
Thus,  the  total  possible  cost  of  the  loan  is  certain  at  the 
time  of  origination.  Loans  under  the  Fund’s  program  are 
similar  to  stepped-rate  transactions  previously  deter¬ 
mined  by  this  Office  not  to  be  subject  to  the  ARM 
regulations.  See  OCC  Staff  Interpretive  Letter  No.  243, 
reprinted  In  CCH  Federal  Banking  Law  Reporter  85407 
(1982). 

The  forbearance  letter,  should  it  be  activated  at  the 
time  of  the  tenth  anniversary  renegotiation,  will  operate 
only  to  the  benefit  of  the  borrower  in  reducing  actual 
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interest  charges  from  the  amount  specified  in  the  prom¬ 
issory  note.  Moreover,  once  the  forbearance  agreement 
is  activated,  its  provisions  will  remain  static  for  the  re¬ 
mainder  of  the  loan  term;  national  banks  will  thereafter 
be  unable  to  charge  the  entire  14  percent  rate  specified 
in  the  original  promissory  note.  Of  course,  the  for¬ 
bearance  letter  would  not  be  activated  if  the  borrower’s 
income  requirement  is  met  and  the  statutory  index 
equals  14  percent. 

Loans  originated  by  national  banks  under  the  Fund’s 
new  program  will  not  be  ARM  loans  subject  to  the  ARM 
regulations,  because  the  loans  are  fixed  stepped-rate 
transactions  subject  to  potential  forbearance  of  interest. 
National  banks  in  West  Virginia — including  those  which 
do  not  have  ARM  programs  of  their  own — will  be  able  to 
participate  in  the  new  program  without  complying  with 
the  ARM  regulations.  The  banks  which  participate  must, 
however,  make  the  disclosures  required  by  the  Truth-in- 


Lending  regulations  of  the  Board  of  Governors  of  the 
Federal  Reserve  System,  12  CFR  226.  These  provisions 
require,  inter  alia,  that  the  banks  provide  an  example  of 
the  payment  terms  that  would  result  from  the  increase  in 
interest  rate  at  the  time  of  the  1 0-year  renegotiation.  See 
12  CFR  226.18(f)  (1982). 

Should  the  national  banks  participating  in  the  pro¬ 
gram  have  further  questions  regarding  the  applicability 
of  the  ARM  regulations  to  their  loans,  please  refer  them 
to  Robert  C.  Satrom,  Staff  Attorney,  at  (202)  447-1880. 

Francis  S.  Rath 
Attorney 

Legal  Advisory  Services  Division 


*  *  * 
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Branches *  of  national  banks,  by  states,  January  1  to  June  30,  1982 


Total 


Alabama . 

Alaska . 

Arizona . 

Arkansas  . 

California . 

Colorado 

Connecticut  . 

Delaware  . 

District  of  Columbia 
Florida . 


Georgia 

Hawaii  -  . 

Idaho 

Illinois  .  . 

Indiana 

Iowa  .  .  . 

Kansas 

Kentucky 

Louisiana 

Maine 


Maryland . 

Massachusetts 

Michigan . 

Minnesota 
Mississippi  .  .  .  . 

Missouri  . 

Montana 

Nebraska 

Nevada 

New  Hampshire 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
Norih  Dakota 

Ohio  . 

Oklahoma 

Oregon  . 

Pennsylvania  . 
Rhode  Island 


South  Carolina 
South  Dakota 
Tennessee 

Texas  . 

Utah  . 

Vermont  . 

Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming . 


Branches 

Branches 

Existing 

in 

De  novo 

acquired 

branches 

Branches 

operation 

branches 

through 

discontinued 

in 

December  31, 

opened  for 

merger  or 

or 

operation 

1981 

business 

conversion 

consolidated 

June  30,  1982 

19,524 

334 

184 

220 

19,822 

326 

4 

13 

14 

329 

79 

1 

0 

1 

79 

367 

7 

0 

0 

374 

183 

3 

0 

0 

186 

2,816 

26 

3 

17 

2,828 

42 

2 

0 

0 

44 

213 

0 

0 

0 

213 

8 

0 

0 

0 

8 

152 

4 

1 

0 

157 

718 

45 

28 

4 

787 

414 

4 

8 

3 

423 

0 

2 

0 

0 

2 

190 

0 

0 

0 

190 

247 

11 

1 

2 

257 

551 

9 

0 

2 

558 

102 

0 

0 

1 

101 

79 

1 

0 

0 

80 

263 

3 

1 

5 

262 

302 

3 

2 

2 

305 

113 

1 

0 

0 

114 

389 

35 

2 

3 

423 

465 

10 

0 

0 

475 

986 

10 

0 

21 

975 

117 

10 

0 

2 

125 

298 

2 

0 

1 

299 

81 

5 

0 

2 

84 

10 

0 

0 

0 

10 

60 

0 

0 

0 

60 

91 

0 

0 

0 

91 

96 

2 

0 

0 

98 

995 

15 

0 

46 

964 

129 

1 

0 

3 

127 

1,880 

17 

12 

9 

1,900 

852 

12 

9 

23 

850 

27 

1 

0 

0 

28 

1,381 

18 

37 

28 

1,408 

58 

1 

0 

0 

59 

353 

3 

0 

0 

356 

1,460 

14 

0 

8 

1,466 

118 

0 

0 

3 

115 

355 

8 

7 

3 

367 

95 

2 

1 

1 

97 

367 

7 

0 

4 

370 

31 

8 

0 

0 

39 

133 

4 

36 

0 

173 

46 

3 

0 

0 

49 

724 

3 

0 

1 

726 

634 

5 

22 

11 

650 

28 

3 

0 

0 

31 

100 

9 

1 

0 

110 

0 

0 

0 

0 

0 

*  Does  not  include  CBCT  or  foreign  branches  For  those  branches  see  pp  126  and  127 
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CBCT  branches *  of  national  banks,  by  states,  January  1  to  June  30,  1982 


Branches 

in 

operation 
December  31 , 

1981 

De  novo 
branches 
opened  for 
business 

Branches 
acquired 
through 
merger  or 
conversion 

Existing 

branches 

discontinued 

or 

consolidated 

Branches 

in 

operation 
June  30, 
1982 

Total . 

1,362 

383 

60 

71 

1,734 

Alabama . 

32 

4 

0 

0 

36 

Alaska . 

2 

0 

0 

0 

2 

Arizona  . 

3 

7 

0 

0 

10 

Arkansas  . 

11 

3 

0 

0 

14 

California . 

12 

19 

0 

4 

27 

Colorado . 

26 

7 

0 

0 

33 

Connecticut  . 

1 

4 

0 

0 

5 

Delaware . 

0 

0 

0 

0 

0 

District  of  Columbia  . 

2 

1 

0 

0 

3 

Florida . 

54 

5 

0 

0 

59 

Georgia . 

33 

6 

0 

0 

39 

Hawaii . 

0 

0 

0 

0 

0 

Idaho . 

1 

0 

0 

0 

1 

Illinois  . 

52 

11 

0 

0 

63 

Indiana  . 

20 

2 

0 

2 

20 

Iowa  . 

65 

8 

0 

0 

73 

Kansas  . 

56 

0 

0 

0 

56 

Kentucky . 

22 

0 

0 

0 

22 

Louisiana  . 

17 

2 

0 

0 

19 

Maine  .  " . 

21 

12 

0 

0 

33 

Maryland . 

11 

3 

1 

3 

12 

Massachusetts  . 

6 

70 

0 

0 

76 

Michigan . 

100 

7 

0 

1 

106 

Minnesota . 

28 

20 

0 

1 

47 

Mississippi  . 

1 

0 

0 

0 

1 

Missouri  . 

3 

0 

0 

0 

3 

Montana  . 

17 

4 

0 

0 

21 

Nebraska  . 

145 

1 

0 

39 

107 

Nevada  . 

2 

2 

0 

0 

4 

New  Hampshire  . 

0 

1 

0 

0 

1 

New  Jersey . 

6 

7 

6 

0 

19 

New  Mexico  . 

0 

3 

0 

0 

3 

New  York  . 

122 

55 

45 

0 

222 

North  Carolina  . 

9 

7 

8 

0 

24 

North  Dakota  . 

16 

1 

0 

0 

1 7 

Ohio  . 

81 

9 

0 

0 

90 

Oklahoma . 

151 

19 

0 

0 

170 

Oregon  . 

0 

0 

0 

0 

0 

Pennsylvania . 

19 

7 

0 

0 

26 

Rhode  Island  . 

0 

0 

0 

0 

0 

South  Carolina  . 

34 

1 

0 

0 

35 

South  Dakota  . 

13 

0 

0 

0 

13 

Tennessee  . 

64 

2 

0 

2 

64 

Texas  . 

28 

68 

0 

0 

96 

Utah  . 

0 

0 

0 

0 

0 

Vermont  . 

0 

0 

0 

0 

0 

Virginia  . 

9 

0 

0 

0 

9 

Washington . 

0 

0 

0 

0 

u 

West  Virginia  . 

0 

2 

0 

0 

Wisconsin  . 

67 

3 

0 

19 

51 

Wyoming . 

0 

0 

0 

0 

0 

*  Customer-bank  communications  terminal  branches. 
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Federal  branches  and  agencies  of  foreign  banks,  by  state 
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Applications  tor  national  bank  charters *,  approved  and  rejected,  by  states,  January  1  to  June  30,  1982 


CALIFORNIA  Approved  Rejected 

International  Bank,  National  Association, 

Anaheim .  Apr,  22  - 

National  Bank  of  Catalina,  Avalon  Apr.  28  - 

Frontier  Bank,  National  Association,  Buena  Park  May  12  - 

Commerce  National  Bank,  Commerce .  Apr.  8  - 

Southern  California  National  Bank,  Costa  Mesa.  Apr.  27  - 

Independent  National  Bank,  Covina  Mar.  25  — 

Tri-Valley  National  Bank,  Dublin  Apr.  8  - 

American  West  Bank,  National  Association, 

Encino .  May  7  - 

Freedom  Bank,  National  Association,  Encino  .  May  7  - 

Hidden  Valley  National  Bank,  Escondido .  Feb  5 

Gardena  Valley  Bank,  National  Association, 

Gardena .  May  20  - 

Enterprise  National  Bank,  Irvine  Feb  5  - 

Saddleback  National  Bank,  Laguna  Hills.  Mar.  15  - 

Bank  of  Lodi,  National  Association,  Lodi .  .  .  Mar,  19 

Queen  City  Bank,  National  Association,  Long 

Beach .  May  24 - 

First  Charter  Bank,  National  Association,  Los 

Angeles .  Jan.  28  - 

National  Bank  of  California,  Los  Angeles .  Jan  13  - 

Olympic  National  Bank,  Los  Angeles  .  May  21  - 

Western  United  National  Bank,  Los  Angeles.  .  May  21  - 

Pacific  Valley  National  Bank,  Modesto  Mar.  5  - 

Moreno  Valley  National  Bank,  Moreno  Valley.  Feb.  28  - 

South  Valley  National  Bank,  Morgan  Hill  Feb.  28  - 

Napa  National  Bank,  Napa .  Feb.  5  - 

First  National  Bank  &  Trust  Company  of 

Southern  California,  Newport  Beach .  .  Mar  10 

California  City  Bank,  National  Association, 

Orange .  May  17  - 

Corporate  National  Bank,  Orange.  Mar  19 - 

East  Bay  National  Bank,  Orinda  May  7  - 

Ventura  County  National  Bank,  Oxnard  Jan  13  - 

Pasadena  First  National  Bank,  Pasadena  May  7  - 

Cal-Coast  National  Bank,  San  Clemente  Feb  12  - 

Mission  Valley  Bank,  National  Association,  San 

Clemente .  Feb.  26  - 

California  Community  Bank,  National 

Association,  San  Diego .  June  8  - 

National  American  Bank,  San  Francisco .  Mar.  15  - 

First  National  Bank  of  Marin,  San  Rafael .  May  28  - 

Grand  National  Bank,  Santa  Ana .  Feb.  5 - 

Western  Industrial  National  Bank,  South  E 

Monte .  Mar.  15  - 

Valle  De  Oro  Bank,  National  Association,  Spring 

Valley .  Jan.  28  - 

Big  Valley  National  Bank,  Stockton .  .  Mar.  26 

Taft  National  Bank,  Taft .  Mar.  5  - 

Oakbrook  National  Bank,  Thousand  Oaks  Apr  22 

Frontier  National  Bank,  Vista .  Mar.  19  - 

Rancho  Vista  National  Bank,  Vista  Feb.  5 - 

Coast  Counties  National  Bank,  Watsonville  Mar  15  - 

COLORADO 

Equitable  Bank  of  South  Park,  National 

Association,  Arapahoe  County .  Mar  25  - 

United  Bank  of  Highlands  Ranch,  National 

Association,  Arapahoe  County .  Mar.  25  - 

Citizens  National  Bank,  Aurora .  Feb.  5  - 

First  National  Bank  of  Heather  Ridge,  Aurora  Apr.  7  - 

National  Bank  of  the  Rockies  in  Boulder, 

Boulder .  Apr.  28  - 

OMNIBANK  Boulder,  National  Association, 

Boulder .  Mar.  19  - 

First  National  Bank  of  Buena  Vista,  Buena  Vista  Apr  16  - 

OMNIBANK  Cherry  Creek,  National  Association, 

Denver  .  June  14  - 

OMNIBANK  Denver,  National  Association, 

Denver  .  Mar.  19  - 

First  National  Bank  of  Greeley  -  West,  Greeley  Jan.  12  - 

First  National  Bank  of  Highlands  Ranch, 

Highlands  Ranch  .  Feb  5  - 

Colorado  National  Bank  -  Southwest,  Jefferson 

County .  May  7  - 

First  National  Bank  of  Lake  City,  Lake  City  May  28 

First  National  Bank  of  Nederland,  Nederland  June  24 

First  National  Bank  of  Parker,  Parker  Apr  7 

First  National  Bank  of  Steamboat  Springs, 

Steamboat  Springs .  Apr  16 


Approved  Rejected 


First  National  Bank  of  Vail,  Vail .  Mar.  19  - 

First  National  Bank  of  Yuma,  Yuma .  Feb  28  - 

Mountain  National  Bank,  Woodland .  Jan.  6  - 

DELAWARE 

Equitable  Bank  of  Delaware,  National 

Association,  Dover .  Mar.  15  - 

First  Omni  Bank,  National  Association,  Millsboro  Feb.  5  - 

FLORIDA 

Lincoln  First  Trust  Company  of  Florida,  National 

Association,  Boca  Raton  Jan  13  - 

Bank  of  Florida,  National  Association,  Chiefland  Apr.  27  - 

Citizens  First  National  Bank,  Crescent  City  .  .  .  June  22  - 

Flagship  National  Bank  of  Citrus  County,  Crystal 

River .  May  17  — — — 

Riverside  National  Bank  of  Florida,  Ft.  Pierce.  .  Jan.  28  - 

Liberty  National  Bank,  Longwood .  Mar  15  - 

Alliance  National  Bank,  Miami .  Mar.  15  - 

Northern  Trust  Bank  of  Florida,  National 

Association,  Miami .  Apr.  21  — - 

Atlanta  National  Bank  of  Florida  at  Orange  Park, 

Orange  Park .  June  14  - 

Chemical  Trust  Company  of  Florida,  National 

Association,  Palm  Beach .  Feb.  5  - 

Hospital  Trust  of  Florida,  National  Association, 

Palm  Beach .  Mar.  3  - 

NBD  Trust  Company  of  Florida,  National 

Association,  West  Palm  Beach .  Apr.  1  - 

SafraBank  II  National  Association,  Pompano 

Beach .  June  24  - 

First  Trust  Company  of  Florida,  National 

Association,  Sarasota .  June  14  - 

Old  Colony  Trust  Company  of  Southwestern 
Florida,  National  Association,  Sarasota  Jan.  28  - 

HAWAII 

People's  National  Bank,  Klihi  .  Mar.  22  - 

KANSAS 

College  Boulevard  National  Bank,  Overland 
Park .  May  21  - 

LOUISIANA 

First  National  Bank  of  East  Baton  Rouge,  Baton 
Rouge .  Feb.  19  - 

MASSACHUSETTS 

Wellington  Trust  Company  of  Boston,  National 
Association,  Boston .  Jan.  18  - 

MICHIGAN 

Benzie  National  Bank,  Frankfort .  Jan  19  - 

MISSOURI 

Clayton  Mercantile  National  Bank,  Clayton  .  Apr.  16  - 

Lake  National  Bank,  Lake  Ozark .  June  24  - 

Landmark  Bank  of  St.  Louis,  National 

Association,  St.  Louis .  Feb.  28  - 

Mark  Twain  Stadium  Bank,  National  Association, 

St.  Louis .  Jan  19  - 

Centerre  Bank  of  South  County,  National 

Association,  St  Louis  County .  Feb.  12  - 

First  Missouri  Bank,  National  Association,  St 
Louis  County .  Apr.  17  . -  ■ 

NEBRASKA 

Platte  Valley  National  Bank,  Columbus .  Jan  28  - 

Northwest  National  Bank,  Grand  Island .  May  17  - 

NEVADA 

Fallon  National  Bank  of  Nevada,  Fallon .  Feb  5 

Continental  National  Bank,  Las  Vegas .  Apr  28 

NEW  JERSEY 

Sun  National  Bank,  Medford .  Jan.  6 

NEW  MEXICO 

First  City  National  Bank,  Roswell  .  .  ,  June  14 

First  City  National  Bank,  Ruidoso  Apr  16 

American  National  Bank  of  Santa  Fe,  Santa  Fe  May  7 
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Applications  for  national  bank  charters *,  approved  and  rejected ,  by  states,  January  1  to  June  30,  1982— continued 


Approved  Rejected 

NEW  YORK 

Metropolitan  National  Bank,  New  York  Mar  5  _ 

OKLAHOMA 

American  National  Bank,  Durant  Jan  21  _ 

Peoples  National  Bank,  Oklahoma  City  June  8  _ 

Affiliated  Bank  of  Sapulpa,  National 

Association,  Sapulpa  .  Apr.  29  - 

First  National  Bank  of  Sapulpa,  Sapulpa .  Apr  28  - 

Community  National  Bank,  Selling  Feb  2  - 

TEXAS 

First  State  Bank  of  Wylie,  National  Association, 

Abilene .  Mar.  19  - 

Palmer  National  Bank,  Addisor .  .  Feb,  28 

First  National  Bank,  Alice  June  4  - 

Coastal  National  Bank,  Angleton  Feb  5  - 

Athens  National  Bank,  Athens  Jan  28  - 

Congress  National  Bank,  Austin  May  24  - 

First  Austin  Bank,  National  Association,  Austin  June  17  - 

Guaranty  National  Bank,  Austin .  Jan,  28  - 

Lake  Austin  National  Bank,  Austin  Feb,  5  - 

Texas  Commerce  Bank  -  Northwest  Hills, 

National  Association,  Austin .  Jan  13  - 

InterFirst  Bank  West  Beaumont,  National 

Association,  Beaumont .  Mar,  19  - 

First  National  Bank  of  Beckville,  Beckville,  Mar  19  - 

City  National  Bank,  Brownsville  ,  .  June  14  - 

Lake  Country  National  Bank,  Burnet .  Apr,  28  - 

Cedar  Hill  National  Bank.  Cedar  Hill  May  7  - 

Citizens  National  Bank,  Colorado  City  June  7  - 

National  Bank  of  Conroe.  Conroe  Feb  5  - 

City  National  Bank,  Corsicana  Jan,  6  - 

Citizens  National  Bank,  Crockett .  Jan  13  - 

One  Texas  Bank  -  Woodall  and  Pearl,  National 

Association,  Dallas .  Feb,  24  - 

Preston  Center  National  Bank,  Dallas  May  28  - 

Turtle  Creek  National  Bank,  Dallas  Mar  19  - 

First  National  Bank  of  Denver  City,  Denver  City  Mar  25  - 

Western  National  Bank  of  Texas,  Fort  Worth  May  24 

Pioneer  National  Bank,  Fredericksburg .  Jan,  19  - 

Gladwater  National  Bank,  Gladwater  Jan  13 

South  Harlingen  National  Bank,  Harlingen  Apr,  22 

Town  and  Country  National  Bank,  Harlingen  Apr  22 

Valley  National  Bank  of  Harlingen,  Harlingen  Apr  22  - 

Allied  North  Belt,  National  Association,  Houston  Jan  13  - 

Antoine  National  Bank,  Houston  May  7  - 

Asian  American  National  Bank,  Houston  Jan  28  - 

First  Western  Bank  -  Westwood,  National 

Association,  Houston .  Jan  21  - 

First  Western  Bank  -  Wilcrest,  National 

Association,  Houston .  Jan,  19  - 

Greens  Crossing  National  Bank,  Houston  Apr  8  - 

Majic  Circle  National  Bank,  Houston  .  Apr,  22 - 

Riverway  National  Bank,  Houston  Apr  14  - 

Tanglewood  Bank,  National  Association, 

Houston .  Apr,  28  - 

Texas  Commerce  Bank-Greens  Crossing, 

National  Association,  Houston  .  Apr,  7 


Approved  Rejected 


TEXAS — (continued) 

West  Belt  National  Bank,  Houston  Feb  2 

Williamstown  National  Bank,  Houston  Jan  28 

Woodway  Bank,  National  Association,  Houston  Jan  28 
World  Houston  National  Bank,  Houston  May  7 

First  Continental  National  Bank,  Unincorp  area 

of  Harris  County .  Jan  19 

Texas  Commerce  Bank  -  Westlake  Park, 

National  Association,  Unincorp  area  of  Harris 

County .  Jan,  13 

Hurst  National  Bank,  Hurst .  June  14 

InterFirst  Bank  D/FW  Freeport,  National 

Association,  Irving  .  June  22 

Texas  American  Bank,  Las  Colinas,  National 

Association,  Irving .  June  22 

Texas  Commerce  Bank-Las  Colinas,  National 

Association,  Irving .  June  22 

First  National  Bank  of  Katy,  Katy  Jan  28 

Kingsland  National  Bank,  Kingsland .  Apr.  28 

Llano  National  Bank,  Llano .  May  20 

Shadow  Hills  National  Bank,  Lubbock  Apr  22 

First  National  Bank  of  Missouri  City,  Missouri 

City .  May  28 

The  Bank  of  Navasota,  National  Association, 

Navasota .  May  5 

Bank  of  the  West  National  Association,  Odessa  May  7 

Crockett  County  National  Bank,  Ozona .  Mar,  15 

First  National  Bank  of  South  Padre  Island,  Padre 

Island .  May  28 

Westside  National  Bank  of  Pearland,  Pearland,  June  15 

Central  National  Bank,  Pharr .  May  12 

Lone  Star  National  Bank,  Pharr  May  12 

Willow  Bend  National  Bank,  Plano,  .  Apr,  14 

Metropolitan  National  Bank-Richardson, 

Richardson .  Feb.  26 

Pavillion  National  Bank,  Richardson .  Feb  5 

Exposition  Bank,  National  Association,  San 

Antonio .  June  14 

National  Bank  of  Commerce  -  Perrin-Bertel,  San 

Antonio .  Feb.  5 

National  Bank  of  Commerce  -  Wurzbach,  San 

Antonio .  Mar.  19 

Stone  Oak  National  Bank,  San  Antonio  Apr  16 

Sunbelt  National  Bank,  Spring  Valley  Apr  16 

First  National  Bank  of  Temple,  South,  Temple  Mar  19 

Tyler  National  Bank,  Tyler .  Jan  16 

UTAH 

Colonial  National  Bank,  Salt  Lake  City .  Jan,  28 

First  Interstate  Bank  of  Utah,  National 
Association,  Salt  Lake  City  Feb  5 

WASHINGTON 

Seattle-First  National  Bank  of  Snohomish, 

Snohomish  County  Mar,  25 

WYOMING 

American  Bank  of  Eastridge,  National 

Association,  Casper .  June  8 

Hulett  National  Bank,  Hulett .  Feb,  5 


*  Does  not  include  applications  for  conversion  or  pursuant  to  corporate  reorganization 
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Applications  for  national  bank  charters  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982 


ALABAMA  Approved  Rejected 

First  Alabama  Bank  of  Anniston  National 

Association,  Anniston  Apr.  9  - 

First  Alabama  Bank  of  Troy,  National 
Association,  Troy .  Mar  15  - 

ARKANSAS 

The  NBC  of  El  Dorado,  El  Dorado  ......  Feb.  24  - 

The  Metropolitan  National  Bank,  Little  Rock  .  .  Feb  9  - 

COLORADO 

Colorado  National  Bank — Northeast,  Denver  .  May  17  - 

Colorado  National  Bank — South,  Denver  May  17  - 

The  New  Colorado  National  Bank  of  Denver, 

Denver .  May  17  - 

The  New  Foothills  National  Bank,  Denver  Mar  16  - 

DISTRICT  OF  COLUMBIA 

District  of  Columbia  National  Bank,  Washington  Jan  21  - 

Security  Bank,  National  Association, 

Washington .  Feb.  11  - 

FLORIDA 

LNB  National  Bank,  Jupiter .  May  12  - 

GEORGIA 

First  National  Interim  Bank,  Athens .  Jan.  8  - 

NBG  Interim  National  Bank,  Atlanta  Jan.  21  - 

ILLINOIS 

Continental  Illinois  National  Bank  of  Buffalo 

Grove,  Buffalo  Grove  .  Apr.  8  - 

American  Bank  of  Champaign,  National 

Association,  Champaign .  Apr  21  - 

Pomar  National  Bank,  Chicago  .  Apr.  6 - 

NBE  National  Bank  of  Earlville,  Earlville  Mar.  3  - 

Second  National  Bank  of  Earlville,  Earlville  Mar.  3  - 

Farmers  Interim  National  Bank,  Geneseo  Feb  9  - 

Republic  National  Bank  of  Peoria,  Peoria  June  14  - 

Citizens  First  Interim  Bank,  National 

Association,  Princeton .  June  28  - 

First  Community  Bank,  National  Association, 

Rockford .  Jan.  13  - 

Second  National  Bank  &  Trust  Company  of 

Rockford,  Rockford .  Jan  21  - 

Central  Finance  National  Bank  of  Sterling, 

Sterling .  Jan.  8  - 

INDIANA 

Second  National  Bank  of  Elkhart,  Elkhart  Mar  1  - 

Fort  Wayne  Bank-National  Association,  Fort 

Wayne .  Jan.  18  - 

FNB  National  Bank  in  Huntington,  Huntington  June  24  - 

Sagamore  National  Bank,  Lafayette .  June  4  - 

Second  National  Bank  of  Plainfield,  Plainfield  Mar.  31  - 

ANB  National  Bank,  Vincennes .  Mar.  8  - 

Warsaw  National  Bank,  Warsaw  .  Mar.  8  - - — 

KANSAS 

First  Interim  National  Bank,  Wichita  June  22  - 

Central  of  J.  C  ,  National  Association,  Junction 
City .  June  29  - 

KENTUCKY 

FHN  Bank,  National  Association,  Elizabethtown  Apr.  22  - 

New  National  Bank  of  Glasgow,  Glasgow  Feb  1 1  - 

NN  National  Bank,  Newport  .  Apr.  6  - 

SNB  National  Bank,  Maysville .  June  3  - 

FNBP  National  Bank,  Pikeville .  May  21  - 


LOUISIANA  Approved 

CNB  National  Bank  of  Baton  Rouge,  Baton 

Rouge .  Apr.  6 

New  First  National  Bank  of  Jefferson  Parish, 

Gretna .  Feb.  26 

New  First  National  Bank  of  Houma,  Houma  Feb.  10 

New  Lakeside  National  Bank,  Lake  Charles  .  Apr  27 

New  State  National  Bank,  New  Iberia  June  29 

MARYLAND 

Farmers  Bank,  National  Association,  Annapolis.  Mar  8 

MICHIGAN 

SM  National  Bank,  Coldwater  June  16 

MNB  National  Bank,  Lansing  June  24 

DBT  National  Bank  of  Jackson,  Jackson .  Mar  19 

MISSOURI 

Commercial  Bank  of  Kansas  City,  National 
Association,  Kansas  City .  Feb.  12 

NEW  JERSEY 

CF  National  Bank,  Glen  Rock .  May  20 

Second  First  National  Bank  of  Toms  River,  Toms 
River .  Feb.  25 

OHIO 

FBNA  National  Bank,  Cleveland  May  21 

PENNSYLVANIA 

National  Boyertown  Interim  Bank,  Boyertown  Feb.  16 

TENNESSEE 

First  Interim  National  Bank,  Columbia  June  9 

First  Tennessee  Bank  National  Association 

Franklin,  Franklin .  June  17 

Interim  Eastern  National  Bank,  Kingsport  .  Mar  2 

First  Phantom  National  Bank,  Pikeville  June  29 

Selmer  National  Interim  Bank,  Selmer  Mar.  12 

TEXAS 

FN  Amarillo  Interim  Bank,  Amarillo  . . . .  Mar.  9 

New  Chase  National  Bank,  Austin .  Feb.  9 

Brenham  Bank,  National  Association,  Brenham  .  June  29 

West  Creek  National  Bank,  Fort  Worth .  May  14 

New  F  N  Bank  of  Gonzales,  Gonzales .  Feb.  26 

TCB  -  Mission,  National  Association,  Houston  .  .  June  23 

New  Union  National  Bank,  Laredo .  Apr.  1 

Interim  New  Braunfels  National  Bank,  New 

Braunfels .  Apr.  2 

New  Hays  County  National  Bank,  San  Marcos  Apr.  7 
New  Merchants  &  Planters  National  Bank 

Sherman,  Sherman .  Apr.  23 

New  Citizens  First  National  Bank  of  Tyler,  Tyler  .  Apr.  23 
Wichita  Falls  Bank,  National  Association, 

Wichita  Falls .  Feb  22 

VERMONT 

Ethan  Allen  National  Bank,  Brattleboro .  June  14 

VIRGINIA 

First  National  Bank  of  the  Valley,  Luray .  Mar.  25 

WASHINGTON 

First  Western  Bank,  National  Association, 

Bellevue .  Feb.  4 

WEST  VIRGINIA 

Union  National  Bank  of  West  Virginia, 

Clarksburg .  Jan.  22 


Rejected 
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17144 

17321 

17267 

17216 

17294 

17280 

17298 

17224 

17306 

17220 

17166 

17248 

17301 

17212 

17266 

17176 

17315 

17258 

17225 

17325 

17270 

17203 

17226 

17276 

17163 

17169 

17296 

17318 

17295 

17217 

17199 

17278 

17162 

17260 

17168 

17277 

17323 

17305 

17214 

17275 

17240 

17281 

17292 

17171 

17215 

17170 

17167 

17223 

17202 

17304 

17297 

17310 

17146 

17197 


Newly  organized  national  banks,  by  states,  January  1  to  June  30,  1982 


Total  United  States:  91  banks 


Title  and  location  of  bank 


Total  capital 
accounts 


$248,686,415 


ALABAMA 

The  Colonial  Bank  of  Mobile,  National  Association,  Mobile 

CALIFORNIA 

Southland  National  Bank  of  Arcadia,  Arcadia 
First  National  Bank  of  Beverly  Hills,  Beverly  Hills 
North  State  National  Bank,  Chico 

Charter  National  Bank,  Encino . 

Escondido  National  Bank,  Escondido 
High  Desert  National  Bank,  Hesperia 
Huntington  National  Bank,  Huntington  Beach 
Liberty  National  Bank,  Huntington  Beach 

Mercantile  National  Bank,  Los  Angeles . 

Pacific  National  Bank,  Newport  Beach 

First  National  Bank  of  North  County,  Oceanside 

United  Mercantile  Bank  and  Trust  Company,  National  Association,  Pasadena 

Rancho  Santa  Fe  National  Bank,  Rancho  Santa  Fe . 

Palos  Verdes  National  Bank,  Rolling  Hills  Estates . 

Mission  National  Bank,  San  Francisco . 

San  Jose  National  Bank,  San  Jose . 

Lincoln  National  Bank,  Sherman  Oaks 

Inland  National  Bank,  Walnut . 

Center  National  Bank,  Woodland  Hills . 

COLORADO 

OMNIBANK  Parker  Road,  National  Association,  Aurora 
First  National  Bank  in  Battlement  Mesa,  Battlement  Mesa 
Bank  of  the  Rockies,  National  Association,  Colorado  Springs 
Central  Bank  of  Inverness,  National  Association,  Englewood 
Century  Bank  Southeast  National  Association,  Greenwood  Village 

Bank  of  Lakewood,  National  Association,  Lakewood . 

Ken-Caryl  National  Bank,  Littleton . 

DELAWARE 

Equitable  Bank  of  Delaware,  National  Association,  Dover 

First  Omni  Bank,  National  Association,  Millsboro  . 

Maryland  Bank,  National  Association,  Newark 

The  Chase  Manhattan  Bank  (USA),  National  Association,  Wilmington 

DISTRICT  OF  COLUMBIA 

Century  National  Bank,  Washington . 

FLORIDA 

Continental  Illinois  Trust  Company  of  Florida,  National  Association,  Boca  Raton 

Lincoln  First  Trust  Company  of  Florida,  National  Association,  Boca  Raton . 

Mellon  Trust  Company,  National  Association,  Boca  Raton . 

Old  Colony  Trust  Company  of  Southeast  Florida,  National  Association,  Deerfield  Beach 

Chemical  Trust  Company  of  Florida,  National  Association,  Palm  Beach . 

Hospital  Trust  of  Florida,  National  Association,  Palm  Beach 

Morgan  Trust  Company  of  Florida,  National  Association,  Palm  Beach 

Continental  Illinois  Trust  Company  of  Sarasota,  National  Association,  Sarasota 

Old  Colony  Trust  Company  of  Southwest  Florida,  National  Association,  Sarasota 

The  First  Bank  of  Marco  Island,  National  Association,  unincorporated  area  of  Collier  County 

First  National  Bank  of  Escambia  County,  unincorporated  area  of  Escambia  County 

GEORGIA 

First  National  Bank  of  Union  County,  unincorporated  area  of  Union  County 

HAWAII 

Aloha  National  Bank  of  Maui,  Kihei  Maui  ....... 

ILLINOIS 

The  First  National  Bank  of  Douglas  County,  Tuscola 

KANSAS 

Brewster  National  Bank,  Brewster 

LOUISIANA 

Security  National  Bank  of  Shreveport,  Louisiana,  Shreveport 

MASSACHUSETTS 

Wellington  Trust  Company  of  Boston,  National  Association,  Boston 

MISSOURI 

Centerre  Bank  of  South  County,  National  Association,  St  Louis  County 
Mercantile  Bank  of  South  County,  National  Association,  St  Louis  County 

NEBRASKA 

Platte  Valley  National  Bank,  Columbus 

NEW  JERSEY 

Horizon  Trust  Company.  National  Association,  Morristown 

NEW  YORK 

New  York  National  Bank,  New  York  City 


1,875,000 


3,557,200 

5,770,540 

3,427,000 

3,000,000 

4.000.000 

1,500.000 

3,500,000 

3,000,000 

15,046,400 

3,500,000 

3,068,370 

3,000,000 

4,750,000 

2,637,130 

3,527,730 

10,652,070 

4,500.000 

3,000,000 

3,068,975 


1 ,000,000 
1 ,000,000 
1,000,000 
1,000,000 
2,000,000 
1,200,000 
1,500,000 


1,000,000 

1,000,000 

25,000,000 

11,000,000 


3.500.000 


2,000,000 
500,000 
500,000 
1 ,500,000 
2.000.000 
600,000 
2,500,000 
2,500,000 
1 ,500,000 
2,000,000 
4,300,000 


1 .250,000 


2,000,000 


1 ,526,000 


1,000,000 


3,200,000 


750,000 


1.400.000 
1  500,000 


1 ,000,000 


1,500,000 


1.500.000 


131 


Newly  organized  banks,  by  states,  January  1  to  June  30,  1982— continued 


Charter 

number 


Title  and  location  of  bank 


Total  capital 
accounts 


17291 


NORTH  DAKOTA 

The  McKenzie  County  National  Bank,  Watford  City 


$1,000,000 


OHIO 

17147  Winters  National  Bank  of  Cincinnati,  Cincinnati 
17200  SNB  National  Bank,  Hamilton . 


2,000,000 

3,600,000 


17269 

17320 

17174 


OKLAHOMA 

McCurtam  County  National  Bank,  Idabel 
Brookwood  National  Bank,  Oklahoma  City 
Valley  National  Bank,  Tulsa . 


1,500,000 

4,000,000 

2,000,000 


17328 


17249 
17279 
17164 

17160 

17250 
17322 

17161 
17314 

17312 
17290 
17324 

17172 
17302 

17313 
17246 
17262 
17317 
17201 
17259 
17198 

17173 
17145 
17268 
17261 
17221 
17319 


OREGON 

First  National  Bank  of  Oregon,  Canby . 

TEXAS 

RepublicBank  Barton  Creek,  National  Association,  Austin  . 

American  National  Bank,  Bay  City . 

Gateway  National  Bank,  Dallas . 

Interfirs:  Bank  Galleria,  National  Association,  Dallas . 

Texas  National  Bank,  Dallas . 

The  Energy  Bank,  National  Association,  Dallas . 

First  National  Bank  of  DeSoto,  DeSoto  . 

Dripping  Springs  National  Bank,  Dripping  Springs .  . 

InterFirst  Bank  Chelmont,  National  Association,  El  Paso 

Gladewater  National  Bank,  Gladewater . 

First  National  Bank,  Groesbeck . 

Copperfield  National  Bank,  Houston . 

Texas  Commerce  Bank-Clear  Lake,  National  Association,  Houston . 

United  National  Bank,  Houston . 

Commerce  Bank,  National  Association,  Laredo  . 

South  Plains  National  Bank,  Levelland  . 

Bank  of  Longview,  National  Association,  Longview  . 

First  National  Bank  Mansfield,  Mansfield . 

Texas  National  Bank  of  Odessa,  Odessa  .  . . .  . 

Wood  County  National  Bank,  Quitman  . 

Heritage  National  Bank,  Richardson  . 

North  Frost  Bank,  National  Association,  San  Antonio . 

Gulf  National  Bank,  Texas  City . 

Bank  of  Tyler,  National  Association,  Tyler . 

Texas  Commerce  Bank-Barton  Creek,  National  Association,  unincorporated  area  of  Travis  County 
American  National  Bank,  Woodway . 


2,250,000 


2,000,000 

2,000,000 

3,000,000 

1,000,000 

3,000,000 

3,500,000 

1,500,000 

1,500,000 

1,500,000 

2,000,000 

2,000,000 

1,500,000 

2,000,000 

2,000,000 

2,000,000 

1,250,000 

2,000,000 

1,500,000 

3,000,000 

1,500,000 

2,000,000 

2,000,000 

1,500,000 

1,000,000 

1,500,000 

1,750,000 


17327 


VIRGINIA 

Virginia  National  Bank/South  Boston,  South  Boston 


8,250,000 


WASHINGTON 

17256  Western  Community  Bank,  National  Association,  Tacoma 

17257  Central  Valley  Bank,  National  Association,  Toppenish  ,  , 


17316 


WYOMING 

First  Wyoming  Bank,  National  Association-Green  River,  Green  River 


240,000 

240,000 

1,000,000 
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State-chartered  banks  converted  to  national  banks,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

Effective 

date 

Total  assets 

17300 

Total:  12  banks  . 

FLORIDA 

Century  National  Bank  of  Lee  County,  Lehigh  Acres,  conversion  of  Century  Bank  of  Lee 
County . 

May  1 

$1  842.530 

50,104 

17299 

Century  National  Bank  of  Palatka,  Palatka,  conversion  of  Century  Bank  of  Palatka 

May  1 

21,443 

17293 

IOWA 

The  First  National  Bank  of  Tama  County,  Clutier,  conversion  of  Clutier  State  Bank 

May  10 

8,717 

17309 

Valley  National  Bank  of  Fremont  County,  Riverton,  conversion  of  Nishana  Valley  State 
Bank . 

June  1 

6,031 

17311 

MISSOURI 

Exchange  Bank  of  New  Franklin,  National  Association,  New  Franklin,  conversion  of  Ex¬ 
change  Bank  of  New  Franklin . 

June  1 

10,072 

Commerce  Bank  of  Tipton,  National  Association,  Tipton,  conversion  of  Commerce  Bank  of 
Tipton . 

Jan  25 

25,736 

17271 

NEW  YORK 

Long  Island  Trust  Company,  National  Association,  Garden  City,  conversion  of  Long  Island 
Trust  Company  . 

May  1 

1,069 

17159 

OKLAHOMA 

Commercial  National  Bank,  Tulsa,  conversion  of  Commercial  Bank  . 

Jan.  12 

9,207 

17142 

TEXAS 

InterFirst  Bank  SW  Houston,  National  Association,  Bellaire.  conversion  of  First  State  Bank 
of  Bellaire . 

Jan.  1 

219,011 

17303 

Seminole  State  National  Bank,  Seminole,  conversion  of  Seminole  State  Bank . 

May  19 

57,888 

17241 

UTAH 

First  Interstate  Bank  of  Utah,  National  Association,  Salt  Lake  City,  conversion  of  First  Inter¬ 
state  Bank  of  Utah . 

Apr.  1 

730,272 

17218 

WASHINGTON 

Fidelity  National  Bank,  Spokane,  conversion  of  Fidelity  Bank . 

Mar  24 

702,979 
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National  bank  charters  issued  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982 


Charter 

number 


15349 


16478 

15245 

2355 

15332 

1016 

15617 

16010 

3178 

15433 

15203 

1833 

15048 


15700 

15382 

16720 


16126 

14996 


15541 

7431 

13550 

8477 


4596 

3854 

13838 

16715 

14475 

13684 

16588 

4576 

2332 

6564 

14035 

4342 

14518 

10045 

14700 

14711 

14537 


9090 

16018 

1988 

13888 


13801 


13732 

14753 

13648 


15164 


1180 


12990 

12019 

2509 


16885 

14628 

16640 


1226 

1392 


Total: 


Title  and  location  of  bank 


Date  of 
issuance 


87  banks 


CALIFORNIA 

Valley  Interim  National  Bank.  Salinas . 

COLORADO 

Colorado  National  Bank — Aurora.  Aurora  . 

Boulder  Interim  National  Bank,  Boulder . 

The  New  National  State  Bank  of  Boulder,  Boulder 

The  New  First  National  Bank  of  Bear  Valley,  Denver . 

The  New  First  National  Bank  of  Denver,  Denver  . 

New  First  Interstate  Bank  of  Englewood,  National  Association,  Englewood 

Fort  Collins  Interim  National  Bank,  Fort  Collins . 

The  New  First  National  Bank  of  Greeley,  Greeley . 

The  New  First  National  Bank  of  Southglenn,  Littleton 
The  New  First  National  Bank  of  Northglenn,  Northglenn 

First  National  Interim  Bank  of  Pueblo,  Pueblo  . 

Park  Interim  National  Bank,  Pueblo . 

DISTRICT  OF  COLUMBIA 

Security  Bank,  National  Association,  Washington 

UNB  National  Bank,  Washington . 

WNB  National  Bank,  Washington . 

FLORIDA 

Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood 
Flagship  First  National  Bank  of  Highlands  County,  Sebring . 

GEORGIA 

NBG  Interim  National  Bank,  Atlanta . 

Interim  Commerce  Bank,  National  Association,  Commerce . 

Interim  National  Bank  of  Fitzgerald,  Fitzgerald  . 

First  Railroad  National  Bank  of  Newnan,  Newnan  . 

ILLINOIS 

Second  National  Bank,  Aurora . 

Merora  National  Bank,  Aurora  .  . 

The  Second  National  Bank  of  Canton,  Canton . 

FNW  National  Bank,  Chicago . 

Lake  Shore  Interim  Bank,  National  Association,  Chicago  . 

Mid-City  Bank,  National  Association,  Chicago . 

MNN  National  Bank,  Chicago .  . 

The  Citizens  National  Interim  Bank,  Decatur . 

Farmers  Interim  National  Bank,  Geneseo 

Edison  Avenue  National  Bank,  Granite  City . 

The  Second  Granville  National  Bank,  Granville, 

Third  National  Bank  of  Kankakee,  Kankakee 
Leland  National  Interim  Bank,  Leland 

Republic  National  Bank  of  Mattoon,  Mattoon . 

Prospect  Bank  of  Peoria,  National  Association,  Peoria, 

University  Bank  of  Peoria,  National  Association,  Peoria, 

Quad  Cities  Interim  National  Bank,  Rock  Island . 

INDIANA 

The  National  Bank  of  Holland,  Holland . 

Marion  County  National  Bank,  Indianapolis . 

The  Wayne  County  National  Bank,  Richmond 

First  Bank  in  Wabash,  National  Association,  Wabash . 

KANSAS 

Security  Bank,  National  Association,  Kansas  City  . 

LOUISIANA 

New  First  National  Bank  of  Jefferson  Parish,  Gretna 

National  Bank  of  Jefferson,  Jefferson .  . 

New  Commercial  National  Bank,  Shreveport . 

MICHIGAN 

DBT  National  Bank,  Ann  Arbor .  .  . 

NEW  HAMPSHIRE 

Granite  State  Bank,  National  Association,  Somersworth . 

NEW  JERSEY 

First  National  State  Bank-Hudson,  Bayonne . 

Peoples  Second  National  Bank,  Belleville  . 

Second  First  National  Bank  of  Toms  River,  Toms  River  . 


June  30 


Jan.  29 
Jan.  29 
Jan.  18 
Jan.  18 
Jan.  18 
Apr.  1 
Jan.  29 
Jan.  18 
Jan  18 
Jan  18 
Jan.  29 
Jan.  29 


June  1 
June  30 
Apr.  1 

June  30 
Jan  4 


May  21 
Mar.  15 
Feb.  16 
Jan.  1 


June  1 
May  3 
May  15 
Apr.  19 
May  3 
Feb.  17 
Apr.  19 
Feb.  12 
June  1 
Mar.  1 
June  30 
May  3 
Feb.  1 
June  1 
Apr.  20 
Apr.  20 
June  30 


Feb  26 
Jan.  1 
Apr.  1 
June  21 


Mar  8 


June  30 
Feb.  22 
Jan.  19 


May  1 
Mar.  1 


Mar.  31 
Mar  1 
June  4 


NEW  MEXICO 

New  First  City  National  Bank,  Carlsbad 
New  First  National  Bank  of  Lea  County,  Hobbs 
New  National  Bank  of  Socorro,  Socorro 


June  8 
June  8 
Apr  1 


NEW  YORK 

216  State  Street  National  Association,  Schenectady 
Genesee  Street  National  Bank,  Utica 


Jan  29 
Feb  1 
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National  bank  charters  issued  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982— continued 


Charter 

number 


13899 

7621 

10 

13586 


373 

6645 

580 

4965 

175 

705 


13948 

2168 

3576 

15590 


14204 

3094 

14027 

7123 

14743 

15258 

16557 

14994 

12423 

4461 

4410 

14377 

4338 

6627 

16879 

10148 

1447 

5097 


3236 


Title  and  location  of  bank 


OHIO 

Second  National  Bank  Northwest  Ohio,  Bryan 

Bank  One  of  Central  Ohio,  National  Association,  Columbus 

TNB  Bank  of  Dayton,  National  Association,  Dayton 

Bank  One  of  Youngstown,  National  Association,  Youngstown 

PENNSYLVANIA 

Firal  National  Bank,  Allentown 

Mertru  National  Bank,  Allentown 

Market  Square  National  Bank,  Harrisburg 

Lake  National  Bank,  Huntingdon . 

CBT  National  Bank,  Muncy . 

Interim  Union  National  Bank  of  Pittsburgh,  Pittsburgh 

TENNESSEE 

UNB  Interim  Bank,  National  Association,  Fayetteville 

First  American  Bank  of  Jackson,  National  Association,  Jackson 

Interim  National  Bank  of  Jackson,  Jackson . 

Selmer  National  Interim  Bank,  Selmer . 


Date  of 
issuance 


Apr  3 
May  1 
Jan  2 
Mar,  1 


Feb  28 
June  1 
Mar.  5 
Jan.  4 
Feb  28 
Feb  8 


May  10 
Feb  1 
May  7 
June  30 


TEXAS 

Allied  First  National  Bank,  Angleton . 

New  First  National  Bank  of  Bonham,  Bonham 

First  Bank  in  Breckenridge,  National  Association,  Breckenridge 

New  First  National  Bank  of  Claude,  Claude 

Mercantile  Bank,  National  Association,  Corpus  Christi 

New  Commonwealth  National  Bank  of  Dallas,  Dallas . 

Prestonwood  Bank,  National  Association,  Dallas.  .......... 

Euless  Bank,  National  Association,  Euless 

New  First  National  Bank,  Fairfield . 

New  First  National  Bank  of  Itasca,  Itasca 
Allied  First  National  Bank,  Giddings 

New  Citizens  National  Bank  of  Greenville,  Greenville . 

Allied  First  National  Bank,  Hallettsville . 

Texas  Commerce  Bank — Nacogdoches,  National  Association,  Nacogdoches 

Pioneer  Bank,  National  Association,  Richardson . 

Groos  Bank,  National  Association,  San  Antonio 
New  Broadway  National  Bank,  San  Antonio 

New  First  National  Bank  of  Seguin  Seguin . 

WEST  VIRGINIA 

The  Charleston  Bank,  National  Association,  Charleston . 


Apr.  1 
Apr  2 
Apr  30 
Mar.  15 
Apr.  13 
June  29 
Jan.  4 
Jan.  5 
May  31 
Apr  2 
Apr.  1 
Jan.  25 
Jan  29 
Mar  4 
Jan.  4 
Apr  19 
May  31 
Jan.  25 


May  20 


Mergers ,*  January  1  to  June  30,  1982 


Transactions 
involving 
two  or  more 
operating  banks 

Others  pursuant 
to 

corporate 

reorganization 

Total 

Applications  received 

Mergers .  . 

55 

85 

140 

Consolidations . 

00 

8 

8 

Purchases  and  assumptions . 

22 

0 

22 

Total  received .  . 

77 

93 

170 

Approvals  issued 

130 

Mergers . 

40 

90 

Consolidations . 

3 

11 

14 

Purchases  and  assumptions . 

13 

0 

13 

Total  received 

56 

101 

1 57 

Abandoned 

8 

Mergers . 

5 

3 

Consolidations . 

1 

2 

3 

Purchases  and  assumptions . 

0 

0 

0 

Total  received . 

6 

5 

1 1 

Consummated 

138 

Mergers . 

46 

92 

Consolidations . 

4 

10 

14 

Purchases  and  assumptions . 

15 

1 

16 

Total  received . 

65 

103 

168 

*  Includes  mergers,  consolidations,  and  purchases  and  assumptions  where  the  resulting  bank  is  a  national  bank 
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Mergers  of  national  banks,  or  national  and  state  banks,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Effective 

date 


Merging  banks 
Resulting  bank 


Total  assets 


ALABAMA 


February  28 


March  1 


May  15C 


The  First  National  Bank  of  Guntersville,  Guntersville  (10990) . 

First  National  Bank  of  Alabama-Fluntsville,  Huntsville  (8765) 

First  National  Bank  of  Alabama-Huntsville,  Huntsville  (8765) 

Exchange  National  Bank  of  Birmingham,  Birmingham  (16783) 

City  National  Bank  of  Birmingham,  Birmingham  (15473) . 

The  Colonial  Bank  of  Birmingham,  National  Association,  Birmingham  (15473) 

First  National  Bank  of  Baldwin  County,  Fairhope  (15012) . 

Central  Bank  of  Mobile,  National  Association,  Mobile  (15604) . 

Central  Bank,  National  Association,  Mobile  (15012) . 


$54,840 

89,960 

144,800 

12,982 

166,444 

179,426 

82,668 

78,360 

156,030 


January  1 

January  4C 
January  15 
January  15 
January  22 
February  1 
April  1 
April  1 
April  16 
May  1 

June  30 

January  1 
April  1 
May  31 


DISTRICT  OF  COLUMBIA 

Washington  Bank,  National  Association,  Washington  (16529) 

Security  National  Bank,  Washington  (15700) . 

Security  National  Bank,  Washington  (15700) 

FLORIDA 

Barnett  Bank  of  Orange  Park,  National  Association,  Orange  Park  (16590) 

Barnett  Bank  of  Jacksonville,  National  Association,  Jacksonville  (9049) . 

Barnett  Bank  of  Jacksonville,  National  Association,  Jacksonville  (9049) . 

Pan  American  Bank  of  Palm  Beach  County,  West  Palm  Beach . 

Pan  American  Bank,  National  Association,  Miami  (16442) . 

Pan  American  Bank,  National  Association,  Miami  (16442) . 

The  Florida  National  Bank  at  Gainesville,  Gainesville  (14702) . 

Florida  National  Bank,  Jacksonville  (8321) . 

Florida  National  Bank,  Jacksonville  (8321) . 

Royal  Trust  Bank  of  Broward  County,  Pembroke  Pines . 

Royal  Trust  Bank  of  Miami,  N  A  .  Miami  (15156) . 

Royal  Trust  Bank,  National  Association,  Miami  (15156) . 

Deerfield  Beach  State  Bank,  Deerfield  Beach . 

First  National  Bank  of  Greater  Miami,  Hialeah  (15067) . 

First  National  Bank  of  Greater  Miami,  Hialeah  (15067) .  . 

Ellis  First  Security  Bank,  Bradenton . 

Ellis  First  National  Bank  of  Bradenton,  Bradenton  (10245) . 

Ellis  First  National  Bank  of  Bradenton,  Bradenton  (10245) . 

Bank  of  Brevard,  Rockledge . 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) . 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) . 

Pan  American  Bank  of  Broward,  Lauderhill 

Pan  American  Bank,  National  Association,  Miami  (16442) . 

Pan  American  Bank,  National  Association,  Miami  (16442) . 

Imperial  Bank  of  Lakeland,  Lakeland . 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) . 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) .  . 

Flagship  Bank  of  West  Palm  Beach,  West  Palm  Beach  . 

Flagship  National  Bank  of  Palm  Beach  County,  Delray  Beach  (16749)  . 

Flagship  First  National  Bank  of  Boynton  Beach,  Boynton  Beach  (15438) . 

Flagship  National  Bank  of  Palm  Beach  County,  West  Palm  Beach  (15438) 

GEORGIA 

Trust  Company  Bank  of  Houston  County,  National  Association,  Warner  Robins  (16117) 
The  First  National  Bank  &  Trust  Company  in  Macon,  Macon  (10270) 

The  First  National  Bank  &  Trust  Company  in  Macon,  Macon  (10270) 

Fort  Benning  National  Bank,  Fort  Benning  (14817) .  . 

The  First  National  Bank  of  Columbus,  Columbus  (2338) 

The  First  National  Bank  of  Columbus,  Columbus  (2338) 

The  Citizens  and  Southern  Bank  of  Houston  County,  Warner  Robins, 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) . 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) . 


20,682 

132,250 

152,932 


19,632 

622,938 

668,144 

51,153 

508,959 

561,745 

50,228 

625,678 

666,729 

45,286 

179,807 

225,093 

47,769 

421,644 

469,214 

22,140 

164,772 

186,912 

70,369 

2,282,677 

2,341,866 

85,881 

578,604 

649,753 

51,704 

2,382,023 

2,425,361 

75,938 

11,121 

56,013 

143,072 


1 1,901 
240,734 
255,103 
24,864 
206,864 
226,178 
43,117 
4,600,563 
4,635,630 


March  31 


June  30 


ILLINOIS 

Cicero  State  Bank,  Cicero . 

First  National  Bank  of  Cicero,  Cicero  (11662) . 

First  National  Bank  of  Cicero,  Cicero  (1 1662) . 

LOUISIANA 

First  National  Bank  of  Jefferson  Parish,  Gretna  (13732) 

Continental  Bank,  Harvey  . 

New  First  National  Bank  of  Jefferson  Parish,  Gretna  (13732) 
First  National  Bank  of  Jefferson  Parish,  Gretna  (13732) . 


51,655 

165,683 

217,338 


335,529 

86,749 

200 

418,523 


February  12 


January  1 


MAINE 

Merchants  National  Bank  of  Bangor,  Bangor  (1437) 

Maine  National  Bank,  Portland  (4128) . 

Maine  National  Bank,  Portland  (4128),  ,  . 

MASSACHUSETTS 

Security  National  Bank  of  Springfield,  Springfield  (14816) 
Northampton  National  Bank,  Northampton  (1018) 

Multibank  National  of  Western  Massachusetts,  Springfield  (1018) 


68,577 

446,589 

515,166 


44,713 

35,847 

80,560 
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Mergers  of  national  banks,  or  national  and  state  banks,  by  states,  January  1  to  June  30,  1982— continued 

(Dollar  amounts  in  thousands) 


Effective 

date 


Merging  banks 
Resulting  bank 


MINNESOTA 


June  29 


First  National  Bank  of  Minnetonka,  Minnetonka  (16308) 
Shelard  National  Bank,  St,  Louis  Park  (16128) 

Shelard  National  Bank,  St,  Louis  Park  (16128) 


NEW  JERSEY 


June  1 
May  18 
January  30 
January  1 
January  1 


Heritage  Bank-North,  Monroe  Township . 

Heritage  Bank  National  Association,  Cherry  Hill  (1209), 

Heritage  Bank  National  Association,  Cherry  Hill  (1209) . 

Roxbury  State  Bank,  Roxbury . 

Peoples  National  Bank  of  North  Jersey,  Denville  (15646) 
Peoples  National  Bank  of  North  Jersey,  Denville  (15646) 

Fair  Lawn  State  Bank,  Fair  Lawn . 

Valley  National  Bank,  Passaic  (15790) . 

Valley  National  Bank,  Passaic  (15790) . 

Allaire  State  Bank,  Wall  Township 

National  Community  Bank  of  New  Jersey,  Rutherford  (5005) 
National  Comunity  Bank  of  New  Jersey,  Rutherford  (5005) 

The  Mainland  Bank,  Linwood . 

National  Community  Bank  of  New  Jersey,  Rutherford  (5005) , 
National  Community  Bank  of  New  Jersey,  Rutherford  (5005) , 


January  1 


January  1 


January  1 


NEW  YORK 

Kingston  Trust  Company,  Kingston 

Key  Bank  of  Southeastern  New  York,  N  A  ,  Chester  (1349) 

Key  Bank  of  Southeastern  New  York,  N  A  ,  Chester  (1349) 
Manufacturers  Hanover  Trust  Company/Central  New  York,  Ontario. 
Manufacturers  Hanover  Trust  Company/Capital  Region,  Latham 
Manufacturers  Hanover  Trust  Company/Western,  N  A  ,  Olean  (1887) 

Manufacturers  Hanover,  N  A  Olean  (1887) . 

Finger  Lakes  National  Bank,  Odessa  (13493) .  . 

First  National  Bank  of  Rochester,  Rochester  (15556) 

First  National  Bank  of  Rochester,  Rochester  (15556) 


March  30 


NORTH  CAROLINA 

Forsyth  Bank  and  Trust  Company,  Winston-Salem 
Southern  National  Bank  of  North  Carolina,  Lumberton  (10610) 
Southern  National  Bank  of  North  Carolina,  Lumberton  (10610) 


January  2C 
January  2 
March  1 

March  18 
April  24 

May  1 
May  1 
May  1 


OHIO 

The  Bucyrus  City  Bank,  Bucyrus 

Crawford  County  National  Bank,  Bucyrus,  Bucyrus  (443). 

United  Bank,  National  Association,  Bucyrus  (443) . 

The  Farmers  Bank  of  Mechamcsburg,  Mechanicsburg 
The  Citizens  National  Bank  of  Urbana,  Urbana  (863) 

The  Citizens  National  Bank  of  Urbana,  Urbana  (863) 

The  Firestone  Bank,  Akron . 

Bank  One  of  Medina  County,  National  Association,  Wadsworth  (17008) 

Bank  One  of  Akron,  National  Association,  Akron  (17008) . 

The  Reeves  Banking  and  Trust  Company,  Dover . 

The  Huntington  National  Bank,  Columbus  (7745) 

The  Huntington  National  Bank,  Columbus  (7745) 

National  City  Bank  of  Lake  County,  Mentor 
National  City  Bank,  Cleveland  (786) 

National  City  Bank,  Cleveland  (786) . 

Bank  One  of  Columbus,  N  A  ,  Columbus  (7621) 

Bank  One  of  Mount  Sterling,  Mount  Sterling 

Bank  One  of  Central  Ohio,  National  Association,  Columbus  (7621) . 

Bank  One  of  Columbus,  National  Association,  Columbus  (7621) 

The  First  National  Bank  of  Sardinia,  Sardinia  (7800) 

Bank  One  of  Milford,  N  A.,  Milford  (3234) 

Bank  One  of  Milford,  National  Association,  Milford  (3234) 

The  New  Lebanon  Bank,  New  Lebanon 

The  Third  National  Bank  and  Trust  Company,  Dayton  (10) 

The  Third  National  Bank  and  Trust  Company,  Dayton  (10) 


March  8 


PENNSYLVANIA 

Bedford  County  Bank,  Alum  Bank 

Citizens  National  Bank  in  Windber,  Windber  (14082) 

Citizens  National  Bank  in  Windber,  Windber  (14082) 


June  1 


SOUTH  CAROLINA 

First  Carolina  Bank,  Yemassee 

The  South  Carolina  National  Bank,  Charleston  (2044) 

The  South  Carolina  National  Bank,  Charleston  (2044) 


Total  assets 


$  14,651 

29,578 
44.229* 


608,526 
887,455 
1 ,495,981 
38.305 
57,557 
95,862* 
34,376 
550,267 
583,558 
47,683 
1,087,709 
1.135.392 
38,759 
1,087,709 
1,126,468 


119,676 
129,537 
249,213 
233,885 
105,831 
142,741 
482,459 
1 1 ,383 
43,646 
55,029 


105,525 

625,357 

730,882 


31.247 
32.316 
63,563 
10,072 
49.457 
59,479 
469,299 
35,506 
504,805 
216.350 
3.225.638 
3.410,766 
40,619 
3,744,145 
3,813,360 
1,435,370 
22,701 
240 
1,458.311 
14,040 
144,250 
158  290 
20.061 
632.249 
652,310 


9,864 
60  548 
70.412 


16.621 
1,844,370 
1 ,859.31 4 


April  16 


TEXAS 

The  Bank  of  El  Paso,  National  Association,  El  Paso  (17098) 

First  International  Bank  in  El  Paso,  National  Association,  El  Paso  (16506) 
InterFirst  Bank  El  Paso,  National  Association,  El  Paso  (16506) 


88  400 
33,947 
122  347* 
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Mergers  of  national  banks,  or  national  and  state  banks,  by  states,  January  1  to  June  30,  1982— continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Merging  banks 

Resulting  bank 

Total  assets 

VIRGINIA 

Colomal-American  Bank-Lynchburg,  Lynchburg 

$  6,371 

Colomal-American  National  Bank,  Roanoke  (11817) . 

251,611 

January  1 

Colonial  American  National  Bank,  Roanoke  (11817) . 

257,982 

The  First  National  Bank  of  Galax,  Galax  (8791)  . 

59,738 

April  22 

The  First  National  Exchange  Bank  of  Virginia,  Roanoke  (2737) . 

1,360,026 

The  First  National  Exchange  Bank  of  Virginia,  Roanoke  (2737) . 

1,419,764 

South  Boston  Bank  &  Trust  Company,  South  Boston . 

52,123 

Virginia  National  Bank/South  Boston,  South  Boston  (17327)  . 

8  250 

June  11C 

First  National  Bank  of  South  Boston,  South  Boston  (17327).  .  . 

52  123 

First  National  Bank  of  South  Boston,  South  Boston  (17327) . 

52  123 

June  14 

Virginia  National  Bank,  Norfolk  (9885) . 

3  150  525 

Virginia  National  Bank,  Norfolk  (9885)  . 

3,198,403 

Southwest  Virginia  National  Bank,  Bluefield  (15492)  . 

46  200 

June  17 

The  First  National  Exchange  Bank  of  Virginia,  Roanoke  (2737).  .  . 

1,403,642 

The  First  National  Exchange  Bank  of  Virginia,  Roanoke  (2737) . 

1,449,842* 

WASHINGTON 

Fidelity  National  Bank,  Spokane  (17218)  .  . 

702,  979 

First  Interstate  Bank  of  Washington,  N  A  ,  Seattle  (3417) 

1,  775,  016 

March  14 

First  Interstate  Bank  of  Washington,  N  A  ,  Seattle  (3417)  . 

2,  477,  995* 

Central  Valley  Bank,  Toppemsh . 

21,040 

April  1 

Central  Valley  Bank,  N.A.,  Toppenish  (17257) . 

240 

Central  Valley  Bank,  N  A  ,  Toppenish  (17257) .  .  . 

21,280 

Western  Community  Bank,  Fircrest . 

24,875 

April  1 

Western  Community  Bank,  N.A.,  Fircrest  (17256) . 

240 

Western  Community  Bank,  N.A.,  Fircrest  (17256) . 

24,875 

*  Actual  asset  information  for  these  mergers  was  not  available  at  press  time.  The  figures  for  total  assets  were  statistically  estimated. 
C  Consolidation 


Mergers *  consummated  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

May  13 

June  30 

CALIFORNIA 

National  Bank  of  Long  Beach,  Long  Beach 

New  Bank,  National  Association,  Long  Beach 

National  Bank  of  Long  Beach,  Long  Beach . 

Valley  National  Bank,  Salinas 

Valley  Interim  National  Bank,  Salinas 

Valley  National  Bank,  Salinas . 

$  52,257 

95,016+ 

104,448 

January  18 

COLORADO 

The  National  State  Bank  of  Boulder,  Boulder 

The  New  National  State  Bank  of  Boulder,  Boulder 

The  National  State  Bank  of  Boulder,  Boulder . 

January  18 

The  First  National  Bank  of  Bear  Valley,  Denver 

The  New  First  National  Bank  of  Bear  Valley,  Denver 

The  First  National  Bank  of  Bear  Valley,  Denver . 

69,306 

January  18 

The  First  National  Bank  of  Denver,  Denver 

The  New  First  National  Bank  of  Denver,  Denver 

The  First  National  Bank  of  Denver,  Denver . 

1,886,983 

January  18 

The  First  National  Bank  of  Greeley,  Greeley 

The  New  First  National  Bank  of  Greeley,  Greeley 

The  First  National  Bank  of  Greeley,  Greeley . 

133,545 

January  18 

The  First  National  Bank  of  Southglenn,  Littleton 

The  New  First  National  Bank  of  Southglenn,  Littleton 

The  First  National  Bank  of  Southglenn,  Littleton . 

60,397 

January  18 

The  First  National  Bank  of  Northglenn,  Northglenn 

The  New  First  National  Bank  of  Northglenn,  Northglenn 

The  First  National  Bank  of  Northglenn,  Northglenn . 

55,439 

January  29 

Aurora  Mountain  Bank,  National  Association,  Aurora 

Colorado  National  Bank  -  Aurora,  Aurora 

Colorado  National  Bank  -  Aurora,  Aurora . 

19,171 

January  29 

Boulder  National  Bank,  Boulder 

Boulder  Interim  National  Bank,  Boulder 

Boulder  National  Bank,  Boulder .  . 

55,495 

January  29 

Fort  Collins  National  Bank,  Fort  Collins 

Fort  Collins  Interim  National  Bank,  Fort  Collins 

Fort  Collins  National  Bank,  Fort  Collins . 

22,844 

January  29 

The  First  National  Bank  of  Pueblo,  Pueblo 

First  National  Interim  Bank  of  Pueblo,  Pueblo 

The  First  National  Bank  of  Pueblo,  Pueblo . 

143,917 

138 


Mergers  consummated  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982 — continued 

(Dollar  amounts  in  thousands) 


Operating  bank 
New  bank 
Resulting  bank 


COLORADO — (continued) 


Effective 

date 


Total 

assets 


January  29 


April  1C 


Park  National  Bank  of  Pueblo,  Pueblo 
Park  Interim  National  Bank,  Pueblo 
Park  National  Bank  of  Pueblo,  Pueblo, 

First  Interstate  Bank  of  Englewood,  National  Association,  Englewood 
New  First  Interstate  Bank  of  Englewood,  National  Association,  Englewood 
First  Interstate  Bank  of  Englewood,  National  Association,  Engiewood 


$  15,092 
115,367 


April  1 
May  17 
June  1 
June  30 

January  4 
June  30 


DISTRICT  OF  COLUMBIA 

The  Women's  National  Bank,  Washington 
WNB  National  Bank,  Washington 
The  Women's  National  Bank,  Washington 
District  of  Columbia  National  Bank,  Washington 
D  C  Bank,  National  Association,  Washington 

District  of  Columbia  National  Bank,  Washington . 

Security  National  Bank,  Washington 
Security  Bank,  National  Association,  Washington 

Security  National  Bank,  Washington . 

United  National  Bank,  Washington 
UNB  National  Bank,  Washington 
United  National  Bank,  Washington 

FLORIDA 

First  National  Bank  of  Sebnng,  Sebring 

Flagship  First  National  Bank  of  Plighlands  County,  Sebring 

Flagship  First  National  Bank  of  Highlands  County,  Sebring . 

First  National  Bank  of  Englewood,  Englewood 

Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood 

Exchange  Bank  of  Charlotte  County,  National  Association,  Englewood 


17,971 

155,335 

152,932 

57,587 

61,088 

32,130 


January  1 
February  16 
March  15 
May  21 
June  1 


GEORGIA 

First  National  Bank  in  Newnan,  Newnan 

First  Railroad  National  Bank  of  Newnan,  Newnan 

First  National  Bank  in  Newnan,  Newnan . 

The  National  Bank  of  Fitzgerald,  Fitzgerald 

Interim  National  Bank  of  Fitzgerald,  Fitzgerald 

The  National  Bank  of  Fitzgerald,  Fitzgerald 

The  First  National  Bank  of  Commerce,  Commerce 

Interim  Commerce  Bank,  National  Association,  Commerce 

The  First  National  Bank  of  Commerce,  Commerce . 

The  National  Bank  of  Georgia,  Atlanta 

NGB  Interim  National  Bank,  Atlanta 

The  National  Bank  of  Georgia,  Atlanta 

The  First  National  Bank  of  Athens,  Athens 

First  National  Interim  Bank,  Athens 

The  First  National  Bank  of  Athens,  Athens . 


47,766 

37,380 

40,920f 

580,820 

122,991 


February  1 
February  12 
February  17 
March  1 
March  31 
March  31 
April  16 
April  16 
May  3 
May  3 
May  3 


ILLINOIS 

Leland  National  Bank,  Leland 

Leland  National  Interim  Bank,  Leland 

Leland  National  Bank,  Leland 

The  Citizens  National  Bank  of  Decatur,  Decatur 

The  Citizens  National  Interim  Bank,  Decatur 

The  Citizens  National  Bank  of  Decatur,  Decatur 

The  Mid-City  National  Bank  of  Chicago,  Chicago 

Mid-City  Bank,  National  Association,  Chicago 

The  Mid-City  National  Bank  of  Chicago,  Chicago 

First  Granite  City  National  Bank,  Granite  City 

Edison  Avenue  National  Bank,  Granite  City 

First  Granite  City  National  Bank,  Granite  City 

Prospect  National  Bank  of  Peoria,  Peoria 

Prospect  Bank  of  Peoria,  National  Association,  Peoria 

Prospect  National  Bank  of  Peoria,  Peoria 

University  National  Bank  of  Peoria,  Peoria 

University  Bank  of  Peoria,  N  A  ,  Peoria 

University  National  Bank  of  Peoria,  Peoria 

Madison  National  Bank  of  Niles,  Niles 

MNN  National  Bank,  Niles 

Madison  National  Bank  of  Niles,  Niles 

First  National  Bank  of  Wheeling,  Wheeling 

FNW  National  Bank,  Wheeling 

First  National  Bank  of  Wheeling,  Wheeling, 

The  Merchants  National  Bank  of  Aurora,  Aurora 

Merora  National  Bank,  Aurora 

The  Merchants  National  Bank  of  Aurora 

Lake  Shore  National  Bank,  Chicago 

Lake  Shore  Interim  Bank,  National  Association,  Chicago 

Lake  Shore  National  Bank,  Chicago 

City  National  Bank  of  Kankakee,  Kankakee 

Third  National  Bank  of  Kankakee,  Kankakee 

City  National  Bank  of  Kankakee,  Kankakee 


15,281 

240,003 

214,705 

116.667 

49.918 

48.105 

11.759 

19,065 

131,278 

424,029 

134,813 
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Mergers *  consummated  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982— continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

May  15 

June  1 

ILLINOIS— (continued) 

The  National  Bank  of  Canton,  Canton 

The  Second  National  Bank  of  Canton,  Canton 

The  National  Bank  of  Canton  . 

$  82,411 

The  Old  Second  National  Bank  of  Aurora,  Aurora 

The  Second  National  Bank,  Aurora 

The  Old  Second  National  Bank  of  Aurora . 

150,832 

June  1 

The  Farmers  National  Bank  of  Geneseo,  Geneseo 

Farmers  Interim  National  Bank,  Geneseo 

The  Farmers  National  Bank  of  Geneseo,  Geneseo . 

101,587 

June  1 

The  Granville  National  Bank,  Granville 

The  Second  Granville  National  Bank,  Granville 

The  Granville  National  Bank,  Granville . 

19,125 

June  1 

First  National  Bank,  Mattoon,  Illinois,  Mattoon 

Republic  National  Bank  of  Mattoon,  Mattoon 

First  National  Bank,  Mattoon,  Illinois,  Mattoon . 

103,669 

June  30 

First  National  Bank  of  the  Quad  Cities,  Rock  Island 

Quad  Cities  Interim  National  Bank,  Rock  Island 

First  National  Bank  of  the  Quad  Cities,  Rock  Island .  . 

219,973f 

January  1 

INDIANA 

Midwest  National  Bank,  Indianapolis 

Marion  County  National  Bank,  Indianapolis 

Midwest  National  Bank,  Indianapolis . 

48,117 

February  26 

The  Holland  National  Bank,  Holland 

The  National  Bank  of  Holland,  Holland 

The  Holland  National  Bank,  Holland . 

26,213 

April  1 

The  Second  National  Bank  of  Richmond,  Richmond 

The  Wayne  County  National  Bank,  Richmond 

The  Second  National  Bank  of  Richmond,  Richmond . 

219,410 

June  21 

The  First  National  Bank  in  Wabash,  Wabash 

First  Bank  in  Wabash,  National  Association,  Wabash 

The  First  National  Bank  in  Wabash,  Wabash . 

57,445f 

March  8 

KANSAS 

Security  National  Bank  of  Kansas  City,  Kansas  City 

Security  Bank,  National  Association,  Kansas  City 

Security  National  Bank  of  Kansas  City,  Kansas  City . 

219,217 

January  19 

LOUISIANA 

Commercial  National  Bank  in  Shreveport,  Shreveport 

New  Commercial  National  Bank,  Shreveport 

Commercial  National  Bank  in  Shreveport,  Shreveport . 

903,983 

February  22 

The  National  Bank  of  Commerce  in  Jefferson  Parish,  Jefferson  Parish 

National  Bank  of  Jefferson,  Jefferson 

The  National  Bank  of  Commerce  in  Jefferson  Parish,  Jefferson  Parish . 

302,518 

May  1 

MICHIGAN 

Huron  Valley  National  Bank,  Ann  Arbor 

DBT  National  Bank,  Ann  Arbor 

Huron  Valley  National  Bank,  Ann  Arbor . 

107,417 

May  27 

MISSISSIPPI 

Merchants  National  Bank,  Vicksburg,  Mississippi,  Vicksburg,  Mississippi 

MNB  National  Bank  of  Vicksburg,  Vicksburg 

Merchants  National  Bank,  Vicksburg,  Mississippi,  Vicksburg,  Mississippi 

107,204 

March  1 

NEW  HAMPSHIRE 

Granite  State  National  Bank,  Somersworth 

Granite  State  Bank,  National  Association,  Somersworth 

Granite  State  National  Bank,  Somersworth . 

25,465 

March  1 

NEW  JERSEY 

Peoples  Bank,  National  Association,  Belleville 

Peoples  Second  National  Bank,  Belleville 

Peoples  Bank,  National  Association,  Belleville,  .  . 

89,512 

March  31 

The  Broadway  National  Bank  of  Bayonne,  Bayonne 

First  National  State  Bank-Hudson,  Bayonne 

First  National  State  Bank-Hudson,  Bayonne . 

24,102 

April  1 

NEW  MEXICO 

First  National  Bank  of  Socorro,  Socorro 

New  National  Bank  of  Socorro,  Socorro 

First  National  Bank  of  Socorro,  Socorro . 

19,836f 

June  8 

First  City  National  Bank,  Carlsbad 

New  First  City  National  Bank,  Carlsbad 

First  City  National  Bank,  Carlsbad . 

26,912 

June  8 

First  National  Bank  of  Lea  County,  Hobbs 

New  First  National  Bank  of  Lea  County,  Hobbs 

First  National  Bank  of  Lea  County,  Hobbs . 

274,973 
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Mergers*  consummated  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982 — continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

January  29 

February  1 

NEW  YORK 

The  Mohawk  National  Bank  of  Schenectady,  Schenectady 

216  State  Street,  National  Association,  Schenectady 

The  Mohawk  National  Bank,  Schenectady 

The  Oneida  National  Bank  and  Trust  Company  of  Central  New  York.  Utica 

Genessee  Street  National  Bank,  Utica 

The  Oneida  National  Bank  and  Trust  Company  of  Central  New  York  Utica 

$  134,753 

790,327 

January  1 

OHIO 

The  Third  National  Bank  and  Trust  Company,  Dayton 

TNB  Bank  of  Dayton,  N.A.,  Dayton 

The  Third  National  Bank  and  Trust  Company,  Dayton 

642  022 

March  1 

The  Union  National  Bank  of  Youngstown,  Youngstown 

Bank  One  of  Youngstown,  National  Association,  Youngstown 

Bank  One  of  Youngstown,  National  Association,  Youngstown, 

359,629 

95,801 

April  3 

First  National  Bank  Northwest  Ohio,  Bryan 

Second  National  Bank  Northwest  Ohio,  Bryan 

First  National  Bank  Northwest  Ohio,  Bryan 

January  4 

PENNSYLVANIA 

Union  National  Bank  &  Trust  Company  of  Huntingdon,  Huntingdon 

Lake  National  Bank,  Huntingdon 

Union  National  Bank  and  Trust  Company,  Huntingdon 

81,199 

February  8 

The  Union  National  Bank  of  Pittsburgh,  Pittsburgh 

Interim  Union  National  Bank  of  Pittsburgh,  Pittsburgh 

The  Union  National  Bank  of  Pittsburgh,  Pittsburgh 

1,326,948 

February  28C 

Commonwealth  Bank  and  Trust  Company,  N  A  ,  Williamsport 

CBT  National  Bank,  Muncy 

Commonwealth  Bank  and  Trust  Company,  N  A  ,  Williamsport 

429  640 

March  1C 

The  First  National  Bank  of  Allentown,  Allentown 

Firal  National  Bank,  Allentown 

The  First  National  Bank  of  Allentown,  Allentown 

991,255 

March  5 

The  Commonwealth  National  Bank,  Harrisburg 

Market  Square  National  Bank,  Harrisburg 

The  Commonwealth  National  Bank,  Harrisburg . 

1,109,252 

June  1 

The  Merchants  National  Bank  of  Allentown,  Allentown 

Mertru  National  Bank,  Allentown 

The  Merchants  National  Bank  of  Allentown . 

595,096 

June  28 

Southwest  National  Bank  of  Pennsylvania,  Greensburg 

Interim  Southwest  National  Bank  of  Pennsylvania,  Greensburg 

Southwest  National  Bank  of  Pennsylvania,  Greensburg . 

318,003 

February  1C 

TENNESSEE 

The  First  National  Bank  of  Jackson,  Jackson 

First  American  Bank  of  Jackson,  National  Association,  Jackson 

First  American  Bank  of  Jackson,  National  Association,  Jackson . 

138,272 

May  7 

Jackson  National  Bank,  Jackson 

Interim  National  Bank  of  Jackson,  Jackson 

Jackson  National  Bank,  Jackson . 

136,210 

May  10 

Union  National  Bank  of  Fayetteville,  Fayetteville 

UNB  Interim  Bank,  N.A  ,  Fayetteville 

Union  National  Bank  of  Fayetteville,  Fayetteville . 

75,858 

June  30 

First  National  Bank  of  Selmer,  Selmer 

Selmer  National  Interim  Bank,  Selmer 

First  National  Bank  of  Selmer,  Selmer . 

22,311 

January  1 

TEXAS 

Pasadena  National  Bank,  Pasadena 

Allied  Pasadena  National  Bank,  Pasadena 

Allied  Pasadena  National  Bank,  Pasadena . 

101,298 

January  4 

Pioneer  National  Bank,  Richardson 

Pioneer  Bank,  National  Association,  Richardson 

Pioneer  National  Bank,  Richardson . 

9,231 

January  4 

Prestonwood  National  Bank,  Dallas 

Prestonwood  Bank,  National  Association,  Dallas 

Prestonwood  National  Bank,  Dallas . 

44,896 

January  6 

The  First  National  Bank  of  Euless,  Euless 

Euless  Bank,  National  Association,  Euless 

The  First  National  Bank  of  Euless,  Euless . 

39,570 

January  25 

The  First  National  Bank  of  Seguin,  Seguin 

New  First  National  Bank  of  Seguin,  Seguin 

The  First  National  Bank  of  Seguin,  Seguin 

61,137 

January  25 

The  Citizens  National  Bank  of  Greenville,  Greenville 

New  Citizens  National  Bank  of  Greenville,  Greenville 

The  Citizens  National  Bank  of  Greenville,  Greenville 

75,528 

January  29 

First  National  Bank  of  Hallettsville,  Hallettsville 

Allied  First  National  Bank,  Hallettsville 

Allied  First  National  Bank,  Hallettsville 

33,496 

March  4 

The  Stone  Fort  National  Bank  of  Nacogdoches,  Nacogdoches 

Texas  Commerce  Bank  -  Nacogdoches,  National  Association,  Nacogdoches 

The  Stone  Fort  National  Bank  of  Nacogdoches,  Nacogdoches 

106,561 
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Mergers *  consummated  pursuant  to  corporate  reorganizations,  by  states,  January  1  to  June  30,  1982— continued 

(Dollar  amounts  in  thousands) 


Effective 

date 

Operating  bank 

New  bank 

Resulting  bank 

Total 

assets 

April  1 

TEXAS — (continued) 

The  First  National  Bank  of  Giddings,  Giddmgs 

Allied  First  National  Bank,  Giddings 

Allied  First  National  Bank,  Giddings . 

$  73,083t 

April  1 

The  First  National  Bank  of  Angleton,  Angleton 

Allied  First  National  Bank,  Angleton 

Allied  First  National  Bank,  Angleton . 

52.714T 

April  2C 

The  First  National  Bank  of  Claude,  Claude 

New  First  National  Bank  of  Claude,  Claude 

The  First  National  Bank  of  Claude,  Claude . 

11,715 

April  2C 

The  First  National  Bank  of  Itasca,  Itasca 

New  First  National  Bank,  Itasca,  Itasca 

The  First  National  Bank  of  Itasca,  Itasca . 

14,890 

April  2C 

The  First  National  Bank  of  Bonham,  Bonham 

New  First  National  Bank  of  Bonham,  Bonham 

The  First  National  Bank  of  Bonham,  Bonham . 

36,546 

April  13 

The  Mercantile  National  Bank  of  Corpus  Christi,  Corpus  Christi 

Mercantile  Bank,  National  Association,  Corpus  Christi 

The  Mercantile  National  Bank  of  Corpus  Christi,  Corpus  Christi . 

70,837 

April  19 

The  Groos  National  Bank  of  San  Antonio,  San  Antonio 

Groos  Bank,  National  Association,  San  Antonio 

Groos  Bank,  National  Association,  San  Antonio . 

61,157 

May  1 

First  National  Bank  in  Breckenridge,  Breckenridge 

First  National  in  Breckenridge,  National  Association,  Breckenridge 

First  National  Bank  in  Breckenridge,  Breckenridge . 

74,855 

May  18 

The  Peoples  National  Bank  of  Tyler,  Tyler 

College  Avenue  National  Bank,  Tyler 

The  Peoples  National  Bank  of  Tyler,  Tyler . 

392,862 

May  31 

Broadway  National  Bank,  San  Antonio 

New  Broadway  National  Bank,  San  Antonio 

Broadway  National  Bank,  San  Antonio . 

295,608 

May  31 

First  National  Bank,  Fairfield 

New  First  National  Bank,  Fairfield 

First  National  Bank,  Fairfield . 

26, 1 33f 

June  2 

Chase  National  Bank,  Austin 

New  Chase  National  Bank,  Austin 

Chase  National  Bank,  Austin . 

32,792 

June  29C 

Commonwealth  National  Bank  of  Dallas,  Dallas 

New  Commonwealth  National  Bank  of  Dallas,  Dallas 

Commonwealth  National  Bank  of  Dallas,  Dallas . 

53,470 

May  28 

WEST  VIRGINIA 

The  Charlestown  National  Bank,  Charleston 

The  Charleston  Bank,  N.A.,  Charleston 

Charleston  National  Bank,  Charleston . 

354,552 

*  Includes  consolidations  effected  pursuant  to  corporate  reorganizations.  Does  not  include  transactions  involving  more  than  a  single  operating 
bank  Those  transactions  may  be  found  on  p  136 

t  Actual  asset  information  for  these  mergers  was  not  available  at  press  time  The  figures  for  total  assets  were  statistically  estimated. 
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Purchases  of  state  banks  by  national  banks,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 
Total:  7  national  banks . 


MICHIGAN 

Michigan  National  Bank — Ann  Arbor  (16785),  purchased  Community  Bank  of  Washtenaw,  Ypsilanti 

MINNESOTA 

The  First  National  Bank  of  International  Falls  (7380),  International  Falls,  purchased  State  Bank  of  Littlefork 
Littlefork . 

The  Marquette  National  Bank  of  Minneapolis  (11861),  Minneapolis,  purchased  F  &  M  Bank,  Minneapolis 


NEW  JERSEY 

The  Broad  Street  National  Bank  of  Trenton  (3709),  Trenton,  purchased  West 
Junction . 


Windsor  State  Bank,  Princeton 


NEW  YORK 

Citibank,  National  Association  (1461),  New  York,  purchased  Banco  Regional,  Bayamon,  Puerto  Rico 

SOUTH  CAROLINA 

The  Citizens  and  Southern  National  Bank  of  S.C.  (14425),  Charleston,  purchased  Bank  of  Williston,  Williston 

TENNESSEE 

First-Citizens  National  Bank  of  Dyersburg  (5263),  Dyersburg,  purchased  Bank  of  Yorkville,  Yorkville 


Effective 

date 

Total  assets  of 
state  banks 

$1,088,315 

May  15 

18,915 

January  4 

7,508 

February  21 

1,001,749 

June  1 1 

21,999 

June  12 

21,440 

March  2 

9,592 

February  20 

7,112 

National  banks  merged  or  consolidated  with  state  banks,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total  capital 
accounts  of 
national  banks 

Total:  14  national  banks . 

ALABAMA 

Muscle  Shoals  National  Bank,  Muscle  Shoals  (15485),  merged  into  Southern  Bank  of  Lauderdale  County, 
Florence,  under  title  "South  Trust  Bank  of  the  Quad  Cities" . 

May 

6 

$176,644 

2,973 

CONNECTICUT 

The  National  Bank  of  New  England  of  East  Haddam,  East  Haddam  (7812),  merged  into  The  Connecticut  Bank 
and  Trust  Company,  Hartford,  under  title  "The  Connecticut  Bank  and  Trust  Company" . 

January 

18 

561 

FLORIDA 

First  National  Bank  of  Moore  Haven,  Moore  Haven  (16335),  merged  into  Okeechobee  County  Bank, 
Okeechobee,  Florida,  under  title  ‘Flagship  Bank  of  Okeechobee” 

March 

1 

983 

NEW  JERSEY 

Prospect  Park  National  Bank,  Wayne  (12861),  merged  into  The  Bank  of  New  Jersey,  Camden,  under  title  "The 
Bank  of  New  Jersey" .  . 

May 

10 

29,823 

Fidelity  Union  Bank,  National  Association,  Red  Bank  (2257),  and  Fidelity  Union  Bank,  National  Association, 
Garden  State  (15570),  merged  into  Fidelity  Union  Bank,  Newark,  under  title  "Fidelity  Union  Bank" 

April 

1 

93,797 

OHIO 

AmeriTrust  Company  of  Northeastern,  Ohio,  National  Association,  Ashtabula,  Ohio  (5075),  merged  into 
AmeriTrust  Company,  Cleveland,  under  title  “AmeriTrust  Company". . 

February  12 

12,798 

The  Lancaster  National  Bank,  Lancaster  (9547),  merged  into  Society  Bank,  Columbus,  under  title  "Society 
Bank" .  . 

March 

22 

1,782 

The  Dime  Bank  of  Ross  County,  National  Association,  Adelphi  (15526),  merged  into  The  Interim  Dime  Bank  of 
Marietta,  Marietta,  under  title  “The  Dime  Bank" . 

April 

1 

639 

National  Bank  of  Fulton  County,  Delta  (14914),  merged  into  Toledo  Trust  Company,  Toledo,  under  title  "The 
Toledo  Trust  Company" . 

May 

3 

1,295 

PENNSYLVANIA 

The  First  National  Bank  of  Pen  Argyl,  Pen  Argyl  (4352),  merged  into  Northeastern  Bank  of  Pennsylvania,  Mount 
Pocono,  under  title  "Northeastern  Bank  of  Pennsylvania” . 

April 

22 

1,491 

National  Bank  and  Trust  Company  of  Kennett  Square,  Kennett  Square  (2526),  merged  into  American  Bank  and 
Trust  Co  of  Pa,  Reading,  under  title  "American  Bank  and  Trust  Co  of  Pa" 

June 

1 

5,669 

The  Warren  National  Bank,  Warren  (4879),  merged  into  Marine  Bank,  Meadville,  under  title  "Marine  Bank" 

June 

30 

24,365 

TENNESSEE 

First  National  Bank  of  Lebanon,  Lebanon  (16307),  merged  into  Liberty  State  Bank  of  Dekalb  County,  Liberty, 
under  title  “Liberty  State  Bank" . 

March 

15 

468 
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National  banks  converted  to  state  banks,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Charter 

number 

Title  and  location  of  bank 

Effective 

date 

Total  assets 

Total:  6  banks  . 

$380,339 

LOUISIANA 

16551 

First  National  Bank  of  Eunice,  Eunice,  converted  to  First  Bank  of  Eunice 

Jan  1 1 

19,677 

MICHIGAN 

16714 

Michigan  National  Bank-Port  Huron,  Port  Huron,  converted  to  Michigan  Bank-Port  Huron, 

Port  Huron  . 

Mar.  8 

238,689 

NEW  MEXICO 

16236 

United  Southwest  National  Bank  of  Santa  Fe,  Santa  Fe,  converted  to  Western  Bank  of 

Santa  Fe,  Santa  Fe  . 

Jan.  1 

18,557 

TEXAS 

14995 

West  Side  National  Bank  of  San  Angelo,  San  Angelo,  converted  to  Bank  of  the  West,  San 

Angelo . 

Mar  29 

51,645 

WISCONSIN 

16460 

Ozaukee  National  Bank,  Cedarburg,  converted  to  Ozaukee  Bank,  Cedarburg 

Jan  1 

23,194 

15618 

Heritage  National  Bank  of  Racine,  Racine,  converted  to  Heritage  Bank-Racine,  Racine 

Jan.  4 

28,557 

National  banks  reported  in  liquidation,  by  states,  January  1  to  June  30,  1982 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total  assets  of 
liquidated 
bank 

Total:  7  national  banks . 

$161,503 

ILLINOIS 

The  First  National  Bank  and  Trust  Company  of  Tuscola  (1723),  Tuscola,  absorbed  by  The  First  National  Bank  of 

Douglas  County  (17170),  Tuscola . 

Coles  County  National  Bank  of  Charleston  (14913),  Charleston,  absorbed  by  Eagle  Bank  of  Charleston, 
Charleston,  Illinois . 

February 

May 

6 

1 

20,763 

26,  830 

IOWA 

The  First  National  Bank  in  Humboldt  (13766),  Humboldt,  absorbed  by  Hawkeye  Bank  and  Trust,  Humboldt, 

Iowa . 

April 

2 

55,412 

OHIO 

The  Brown  County  National  Bank  of  Mt.  Orab  (10692),  Mt  Orab,  absorbed  by  The  Clinton  County  National 

Bank  and  Trust  Company  of  Wilmington  (1997),  Wilmington . 

The  Second  National  Bank  of  Hamilton  (829),  Hamilton,  absorbed  by  SNB  National  Bank  (17200),  Hamilton 

January 

March 

1 

1 

26,568 

3,600 

TEXAS 

National  Security  Bank  (16491),  Tyler,  absorbed  by  Bank  of  Tyler,  National  Association  (17261),  Tyler . 

April 

16 

8,820 

WASHINGTON 

Jefferson  National  Bank  (16423),  Port  Townsend,  absorbed  by  Peoples  National  Bank  of  Washington  (14394), 
Seattle . 

June 

24 

19,510 
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Consolidated  assets  and  liabilities  of  national  banks  with  foreign  operations,  March  31,  1982 

(Dollar  amounts  in  millions) 


Cash  and  due  from  depository  institutions .  . 

U  S,  Treasury  securities . 

Obligations  of  other  U  S  government  agencies  and  corporations 
Obligations  of  states  and  political  subdivisions  in  the  United  States 

Other  bonds,  notes  and  debentures . 

Federal  Reserve  stock  and  corporate  stock 

Trading  account  securities . 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

Loans,  total  (excluding  unearned  income) 

Less:  Allowance  for  possible  loan  losses . 

Loans,  net . 

Lease  financing  receivables . 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank  premises 

Real  estate  owned  other  than  bank  premises  . 

Investments  in  unconsolidated  subsidiaries  and  associated  companies 

Customers'  liability  on  acceptances  outstanding . 

Other  assets . 

Total  assets . 

Demand  deposits  of  individuals,  partnerships  and  corporations 

Time  and  savings  deposits  of  individuals,  partnerships  and  corporations. 

Deposits  of  U  S.  government . 

Deposits  of  states  and  political  subdivisions  in  the  United  States . 

Deposits  of  foreign  governments  and  official  institutions . 

Deposits  of  commercial  banks  . 

Certified  and  officers'  checks . 

Total  deposits  in  domestic  offices 

Total  demand  deposits . 

Total  time  and  savings  deposits . 

Total  deposits  in  foreign  offices* . 

Total  deposits . 

Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 
Interest-bearing  demand  notes  issued  to  the  U  S  Treasury 

Other  liabilities  for  borrowed  money . 

Mortgage  indebtedness  and  liabilities  for  capitalized  leases  . 

Banks'  liability  on  acceptances  executed  and  outstanding 

Other  liabilities . 

Total  liabilities . 

Subordinated  notes  and  debentures 

Preferred  stock . 

Common  stock . 

Surplus . 

Undivided  profits . 

Reserve  for  contingencies  and  other  capital  reserves. 

Total  equity  capital . 

Total  liabilities,  subordinated  notes  and  debentures,  and  equity  capital _ 

Number  of  banks . 


Foreign *  and 

Domestic 

domestic  offices 

offices 

$156,186 

$  66,128 

20,019 

19,836 

11,762 

11,736 

39,516 

38,823 

5,161 

758 

1,046 

864 

8,484 

7.676 

22,590 

22,054 

485,259 

347,138 

4,912 

4,698 

480,347 

342,440 

9,418 

7,576 

10,733 

9,497 

998 

903 

1,168 

269 

39,168 

28.321 

23,525 

34.350 

830,122 

591,229 

88,986 

88.986 

245,555 

245,555 

1,118 

1,118 

19,491 

19,491 

3,359 

3,359 

29,884 

29,884 

3,864 

3.864 

392,256 

392,256 

114,680 

114,680 

277,576 

277,576 

217,868 

NA 

610,124 

392,256 

88,203 

87,890 

5,298 

5,298 

20,231 

8,913 

1,106 

1.090 

39,385 

30,932 

24,083 

23.406 

788.431 

549.786 

2.574 

2,326 

65 

65 

7,746 

7,746 

11,784 

1 1,784 

19,197 

19,197 

325 

325 

39,117 

39,117 

830,122 

591,229 

127 

*  For  reporting  purposes,  foreign  offices  include  Edge  and  Agreement  subsidiaries  located  in  the  U  S  and  branches  in  Puerto  Rico,  U  S  Virgin 
Islands  and  U  S  Trust  Territories, 
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Domestic  office  deposits  of  national  banks,  by  states,  March  31,  1982 

(Dollar  amounts  in  millions) 


Demand 
deposits  of 
individuals, 
partnerships 
and 

corporations 

All  other 
demand 
deposits 

NOW  and 
automatic 
transfer 
accounts 

All  other 
savings 
accounts 

Money 
market 
certificates 
of  deposit 

Time 

certificates 
of  deposit  of 
$100,000  or 
more 

Other  time 
deposits  of 
$100,000  or 
more 

All  other 
time  deposits 

Total 

domestic 

deposits 

All  national  banks 

$151,833 

$38,092 

$37,709 

$86,038 

$119,333 

$170,936 

$19,141 

$74,371 

$697,453 

Alabama . 

1,887 

405 

371 

991 

1,807 

1,183 

430 

1,133 

8,209 

Alaska. 

486 

83 

94 

179 

162 

236 

1 

53 

1,294 

Arizona 

2,098 

285 

392 

1,481 

2,198 

1,070 

10 

900 

8,434 

Arkansas  . . 

1,092 

288 

401 

540 

1,327 

778 

50 

638 

5  115 

California 

20,537 

3,469 

5,357 

14,060 

13,169 

36,606 

3,524 

6,614 

103,337 

Colorado . 

2,614 

774 

718 

1,097 

1,174 

2,345 

79 

714 

9,515 

Connecticut . 

1,128 

368 

245 

573 

607 

339 

65 

413 

3,738 

Delaware  ...... 

20 

12 

3 

21 

25 

136 

0 

20 

238 

District  of  Columbia 

2,019 

419 

427 

695 

364 

1,821 

22 

228 

5,996 

Florida  . 

7,245 

1,345 

2,323 

3,681 

5,481 

3,320 

114 

1,886 

25,395 

Georgia . 

2,832 

1,026 

531 

785 

1,462 

1,183 

46 

1,247 

9,113 

Hawaii.  .  .  . 

33 

3 

13 

25 

26 

53 

0 

4 

157 

Idaho . 

592 

80 

321 

438 

952 

497 

3 

491 

3,375 

Illinois . 

9,849 

3,173 

1,749 

5,158 

7,108 

17,164 

2,432 

5,208 

51,842 

Indiana . 

2,411 

782 

854 

2,025 

3,759 

1,840 

27 

2,650 

14,349 

Iowa 

935 

407 

428 

719 

1,463 

524 

6 

1,265 

5,747 

Kansas  . 

1,245 

386 

438 

628 

1,476 

1,011 

66 

915 

6,165 

Kentucky . 

1,428 

317 

443 

703 

1,672 

1,126 

27 

1,036 

6,750 

Louisiana . 

2,736 

638 

500 

1,167 

1,738 

2,705 

19 

824 

10,326 

Maine . 

231 

35 

121 

209 

229 

67 

3 

131 

1,026 

Maryland . 

1,460 

228 

245 

1,309 

1,008 

520 

3 

828 

5,601 

Massachusetts . 

3,396 

987 

787 

1,178 

958 

4,083 

346 

625 

12,359 

Michigan . 

3  997 

1  151 

894 

4  184 

5  415 

3  694 

50 

2  625 

22  010 

Minnesota . 

2,834 

925 

760 

1754 

2,518 

4,127 

75 

2,584 

15,577 

Mississippi  .... 

967 

302 

244 

358 

1,138 

921 

7 

831 

4,768 

Missouri . 

2,653 

1,116 

589 

865 

1,644 

2,883 

118 

1,111 

10,979 

Montana . 

411 

87 

212 

315 

771 

288 

3 

423 

2,511 

Nebraska . 

1,037 

451 

470 

480 

1,504 

652 

10 

1,053 

5,657 

Nevada . 

660 

62 

161 

360 

436 

389 

2 

1 1 7 

2  187 

New  Hampshire  .  . 

338 

71 

188 

271 

293 

205 

3 

175 

1,545 

New  Jersey . 

4,947 

838 

808 

4,086 

4,029 

2,012 

83 

2,605 

19,408 

New  Mexico . 

675 

145 

314 

364 

692 

880 

24 

361 

3,455 

New  York . 

16,531 

5,452 

2,394 

6,767 

9,680 

17,116 

7,142 

6,779 

71,861 

North  Carolina 

3,064 

496 

968 

1,685 

2,346 

1,742 

99 

1,587 

1 1 ,988 

North  Dakota . 

318 

52 

212 

213 

555 

237 

4 

505 

2,095 

Ohio . 

5,541 

1,056 

1,751 

5,425 

6,165 

3,599 

113 

4,422 

28,072 

Oklahoma  . 

3,206 

844 

690 

959 

2,539 

5,629 

19 

973 

14,860 

Oregon  . 

1,460 

315 

729 

1,086 

1,640 

1,165 

— 

928 

7,324 

Pennsylvania . 

7,407 

1,508 

1,793 

6,131 

7,236 

8,666 

441 

5,869 

39,050 

Rhode  Island 

612 

96 

157 

446 

621 

973 

38 

481 

3,425 

South  Carolina 

1,217 

202 

411 

487 

634 

290 

1 

467 

3,710 

South  Dakota 

382 

56 

260 

273 

862 

1,883 

9 

769 

4,494 

Tennessee  . 

1,955 

719 

610 

1,104 

2,424 

1,432 

24 

1,265 

9,533 

Texas  . 

16,293 

4,982 

3,526 

3,617 

8,442 

24,976 

3,285 

3,746 

68,867 

Utah . 

554 

117 

201 

341 

610 

844 

7 

215 

2,888 

Vermont . 

83 

13 

37 

146 

130 

59 

1 

86 

555 

Virginia . 

2,079 

254 

697 

1,570 

2,452 

964 

47 

1,987 

10,051 

Washington . 

3,444 

506 

1,056 

2,250 

2,991 

4,488 

66 

1,847 

16,648 

West  Virginia . 

881 

163 

251 

1,079 

1,379 

414 

12 

982 

5,161 

Wisconsin  ,  . 

1,585 

502 

402 

1,509 

1,602 

1,436 

27 

1,547 

8,611 

Wyoming 

424 

100 

160 

252 

422 

361 

158 

209 

2,084 

District  of  Columbia — 

all* . 

2,036 

420 

429 

717 

370 

1,826 

22 

230 

6,050 

'  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE  Dashes  indicate  amounts  of  less  than  $500,000  Figures  may  not  add  to  totals  due  to  rounding  Table  excludes  data  for  two  national 
banks  which  did  not  report  on  March  31,  1982 
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Domestic  office  loans  of  national  banks ,  by  states,  March  31,  1982 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
purchase 
or  carry 
securities 

Loans  to 
farmers 

Commercial 
and  indus¬ 
trial  loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total  loans 
less  un¬ 
earned 
Income 

All  national  banks 

$546,536 

$164,162 

$34,921 

$5,402 

$15,532 

$208,652 

$102,443 

$15,424 

$537,007 

Alabama . 

5,184 

1,480 

182 

46 

86 

1,744 

1,538 

108 

4.945 

Alaska . 

692 

258 

8 

— 

25 

255 

142 

4 

684 

Arizona . 

6,384 

2,008 

375 

2 

377 

1,706 

1,852 

65 

6,238 

Arkansas  . 

3,382 

994 

249 

62 

149 

1,254 

597 

76 

3,313 

California . 

92,757 

39,587 

5,423 

461 

2,933 

28,384 

13,654 

2,315 

92,468 

Colorado 

7,531 

2,245 

209 

92 

461 

2,700 

1,661 

163 

7,441 

Connecticut . 

2,764 

1,047 

130 

6 

7 

883 

607 

84 

2.698 

Delaware  . 

254 

35 

3 

0 

7 

208 

253 

District  of  Columbia 

4,253 

1,757 

240 

8 

1 

1,333 

743 

171 

4,186 

Florida 

15,129 

5,978 

461 

35 

71 

3,514 

4,784 

287 

14,503 

Georgia 

6,660 

1,610 

273 

20 

42 

2,272 

2,307 

136 

6,344 

Hawaii . 

89 

38 

0 

0 

_ 

25 

26 

89 

Idaho  . 

2,428 

804 

28 

7 

243 

721 

604 

20 

2,391 

Illinois . 

50,964 

10,512 

5,835 

753 

1,044 

25,881 

5,361 

1,579 

50,471 

Indiana . 

9,528 

3,748 

643 

90 

247 

2,510 

2,136 

154 

9.259 

Iowa . 

3,663 

1,032 

125 

77 

708 

953 

708 

61 

3,640 

Kansas  . 

3,664 

695 

170 

92 

690 

1,155 

809 

53 

3,618 

Kentucky . 

4,413 

1.460 

195 

23 

212 

1,239 

1,166 

118 

4,269 

Louisiana . 

6.507 

1,706 

169 

39 

55 

2,666 

1,674 

199 

6,291 

Maine . 

657 

289 

4 

0 

1 

194 

167 

1 

655 

Maryland . 

3,897 

1,788 

87 

21 

26 

1,087 

845 

43 

3,817 

Massachusetts . 

9,358 

2,110 

783 

18 

60 

5,056 

1,636 

196 

9,654 

Michigan . 

15,798 

5,973 

1,064 

41 

126 

5,409 

2,552 

632 

15,667 

Minnesota,  . 

12,473 

3,756 

473 

390 

692 

4,815 

1,660 

687 

12,326 

Mississippi . 

3,081 

1,047 

126 

50 

70 

892 

812 

85 

2,966 

Missouri . 

7,609 

1,802 

871 

115 

319 

2,903 

1,393 

206 

7,528 

Montana . 

1,748 

458 

41 

2 

269 

530 

432 

16 

1,692 

Nebraska . 

3.636 

526 

173 

97 

1,180 

850 

719 

90 

3,596 

Nevada 

1.475 

672 

20 

— 

18 

339 

421 

5 

1,416 

New  Hampshire 

1,135 

408 

7 

1 

357 

348 

13 

1,075 

New  Jersey . 

12,628 

5,383 

497 

37 

8 

3,710 

2,777 

215 

12,243 

New  Mexico  . 

2,126 

515 

84 

4 

123 

782 

593 

25 

2,049 

New  York . 

69,294 

13,507 

7,123 

1,069 

444 

32,991 

10,746 

3,414 

68,266 

North  Carolina . 

9,400 

2,083 

402 

33 

119 

3,872 

2,697 

193 

9,180 

North  Dakota 

1,304 

326 

26 

1 

273 

442 

221 

15 

1,294 

Ohio . 

18,538 

6,683 

608 

71 

288 

5,315 

5,315 

258 

17,886 

Oklahoma . 

9,980 

2,297 

334 

238 

646 

4,338 

1,563 

563 

9,812 

Oregon . 

5,807 

2,040 

438 

17 

206 

2,012 

1,049 

44 

5,753 

Pennsylvania . 

28,241 

8,516 

3,211 

255 

154 

10,026 

5,402 

677 

27,534 

Rhode  Island 

2,774 

922 

219 

1 

1 

1,138 

417 

76 

2,717 

South  Carolina 

2,339 

532 

21 

5 

41 

783 

930 

27 

2.238 

South  Dakota 

4,228 

453 

22 

1 

588 

525 

2,612 

26 

4,198 

Tennessee  . 

6,061 

1,780 

277 

74 

79 

2,127 

1,546 

179 

5.858 

Texas  . 

52,656 

11,211 

2,086 

830 

1,460 

28,123 

7,456 

1,491 

51,740 

Utah . 

2,263 

969 

47 

6 

47 

657 

502 

35 

2,233 

Vermont 

400 

208 

— 

— 

9 

98 

78 

6 

396 

Virginia 

7,157 

2,999 

110 

29 

103 

1,648 

2,085 

183 

6,810 

Washington 

13.001 

3,717 

685 

91 

471 

5,311 

2,459 

265 

12,868 

West  Virginia 

3,064 

1,287 

119 

7 

13 

592 

1,010 

35 

2,892 

Wisconsin 

6,307 

2,534 

227 

79 

194 

2,037 

1,116 

120 

6,218 

Wyoming  , 

1,353 

375 

15 

3 

152 

489 

307 

12 

1,331 

District  of  Columbia- 
all* . 

4,283 

1,776 

240 

8 

1 

1,339 

748 

171 

4,216 

*  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE  Dashes  indicate  amounts  of  less  than  $500,000  Figures  may  not  add  to  totals  due  to  rounding  Table  excludes  two  national  banks  that 


did  not  report  on  March  31,  1982 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  March  31,  1982 

(Dollar  amounts  in  thousands) 


Total 

number 

of 

national 

banks 

Credit  cards  and 
other  related  credit  plans 

Number  of 
national 
banks 

Outstanding 

volume 

All  national  banks . 

4,468 

1,843 

$22,910,262 

Alabama . 

93 

18 

142,874 

Alaska . 

5 

4 

42,710 

Arizona . 

3 

2 

421,577 

Arkansas . 

70 

12 

54,146 

California . 

67 

49 

4,207,297 

Colorado . 

155 

121 

459,129 

Connecticut . 

16 

9 

160,885 

Delaware . 

8 

3 

158,437 

District  of  Columbia . 

15 

13 

192,683 

Florida . 

181 

76 

748,014 

Georgia . 

63 

28 

518,500 

Hawaii . 

3 

1 

3,320 

Idaho . 

7 

4 

67,274 

Illinois . 

405 

160 

1,622,164 

Indiana . 

119 

75 

280,922 

Iowa . 

100 

44 

193,701 

Kansas  . 

149 

23 

95,905 

Kentucky . 

76 

29 

139,882 

Louisiana . 

52 

17 

197,215 

Maine . 

10 

9 

27,748 

Maryland . 

24 

10 

146,272 

Massachusetts . 

70 

57 

357,281 

Michigan . 

125 

66 

722,910 

Minnesota . 

203 

123 

139,684 

Mississippi . 

36 

5 

65,786 

Missouri . 

113 

53 

384,949 

Montana . 

55 

26 

8,103 

Nebraska . 

117 

29 

155,500 

Nevada . 

3 

2 

50,279 

New  Hampshire . 

34 

25 

37,366 

New  Jersey . 

88 

58 

305,169 

New  Mexico . 

39 

9 

75,086 

New  York . 

113 

59 

3,401,642 

North  Carolina . 

20 

17 

492,731 

North  Dakota . 

39 

18 

8,975 

Ohio . 

167 

108 

773,779 

Oklahoma . 

190 

44 

153,401 

Oregon . 

6 

3 

241,816 

Pennsylvania . 

207 

53 

/3/,  59/ 

Rhode  Island . 

5 

4 

71,629 

South  Carolina . 

18 

13 

136,330 

South  Dakota . 

34 

10 

2,282,763 

Tennessee  . 

67 

12 

215,627 

Texas  . 

703 

157 

820,441 

Utah  . 

6 

3 

65,199 

Vermont . 

11 

3 

6,675 

Virginia  . 

68 

25 

339,917 

Washington . 

19 

10 

602,826 

West  Virginia . 

113 

20 

52,630 

Wisconsin . 

129 

101 

317,391 

Wyoming . 

49 

23 

6,125 

District  of  Columbia — all* . 

16 

14 

192,908 

*  Includes  the  nonnational  bank  in  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
NOTE:  Does  not  include  data  for  two  national  banks,  one  in  Illinois  and  one  in  Texas,  that  did  not  report  on  March  31,  1982. 
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National  banks  engaged  in  lease  financing,  March  31,  1982 

(Dollar  amounts  in  thousands) 


All  national  banks 

Alabama . 

Alaska  . 

Arizona . 

Arkansas  . 

California . 

Colorado 

Connecticut 

Delaware . 

District  of  Columbia 
Florida . 

Georgia 

Hawaii . 

Idaho . 

Illinois . 

Indiana . 

Iowa . 

Kansas  . 

Kentucky . 

Louisiana . 

Maine . 

Maryland 

Massachusetts 

Michigan . 

Minnesota . 

Mississippi 

Missouri . 

Montana 

Nebraska 

Nevada  . 

New  Hampshire 

New  Jersey . 

New  Mexico . 

New  York . 

North  Carolina 
North  Dakota 

Ohio . 

Oklahoma 

Oregon . 

Pennsylvania . 

Rhode  Island . 

South  Carolina 
South  Dakota 
Tennessee 

Texas . 

Utah . 

Vermont 

Virginia . 

Washington 
West  Virginia 
Wisconsin 

Wyoming . 

District  of  Columbia — all 


Total  number 

Number  of  banks 

Amount  of  lease 

of  national 

engaged  In  lease 

financing  at 

banks 

financing 

domestic  offices 

4,468 

895 

$8,766,772 

93 

17 

37,808 

5 

2 

5,602 

3 

1 

100,492 

70 

14 

21.774 

67 

18 

3,206,887 

155 

54 

121,986 

16 

1 

9,154 

8 

0 

0 

15 

4 

27,427 

181 

28 

54,795 

63 

14 

105,542 

3 

1 

4,329 

7 

4 

56,297 

405 

79 

238,303 

119 

30 

161,883 

100 

24 

10,391 

149 

27 

9,658 

76 

13 

152,071 

52 

10 

43,410 

10 

0 

0 

24 

6 

70,783 

70 

14 

385,690 

125 

21 

257,974 

203 

42 

242,814 

36 

7 

10,703 

113 

29 

109,248 

55 

18 

9,652 

117 

28 

61,256 

3 

2 

15,602 

34 

2 

534 

88 

12 

107,930 

39 

15 

3,699 

113 

18 

61 1 ,663 

20 

6 

257,289 

39 

13 

5,838 

167 

46 

439,755 

190 

76 

36,969 

6 

2 

53,972 

207 

11 

295,116 

5 

3 

169,152 

18 

2 

9,597 

34 

6 

1,313 

67 

10 

52,116 

703 

84 

348.294 

6 

2 

81.171 

11 

0 

0 

68 

4 

51,452 

19 

8 

632.226 

113 

17 

8,290 

129 

31 

66,284 

49 

18 

2,581 

16 

4 

27,427 

*  Includes  the  nonnational  bank  in  the  District  of  Columbia  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
NOTE:  Does  not  include  data  for  two  national  banks,  one  in  Illinois  and  one  in  Texas,  that  did  not  report  on  March  31,  1982 
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Average  banks'  percent  of  loans  past  due,  by  national  bank  region,  quarterly  since  September  1980 


National  bank  region 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

United 

States 

Real  estate 

Sept  1980 

3.7 

4.4 

4.3 

3  2 

3.7 

2.6 

3.6 

4.1 

3.1 

3.5 

2.9 

4.7 

4.1 

3.8 

3  5 

Dec  1980 

4.0 

4.6 

4.6 

3.2 

4.0 

2.7 

3.6 

4.4 

3.2 

3.5 

3.0 

4.2 

4.2 

3.5 

3.6 

Mar.  1981 

4.2 

4.7 

4.8 

3.3 

4.0 

3.1 

4.0 

4.3 

3.5 

3.9 

3.2 

4.2 

4.5 

3.3 

3.8 

June  1981 

3.7 

4.2 

4.7 

3.5 

3.9 

2.4 

4.0 

4.4 

3.5 

3.8 

3.3 

4.7 

3.9 

4.0 

3.7 

Sept.  1981 

3  8 

4.3 

4.7 

3.8 

4.0 

2.8 

4.4 

4.7 

3.8 

4.6 

3.1 

4.8 

4.2 

4  6 

4.0 

Dec.  1981 . 

4.3 

4.9 

4.8 

4.1 

4.2 

3.3 

4.5 

5.2 

3.9 

4.5 

3.5 

5.5 

5.1 

N.A. 

4.3 

Mar.  1982 . 

4  5 

5.0 

N.A. 

4.7 

4.3 

3.8 

4  8 

5.2 

4.5 

4.7 

3.7 

5.3 

5.5 

N.A. 

4.5 

Commercial  and 
industrial 

Sept.  1980 

4.5 

5.0 

6.1 

4.8 

5.6 

3.5 

5.1 

4.6 

4.8 

4.2 

3.7 

5.7 

6.3 

7.1 

4.7 

Dec  1980 

5.0 

4.8 

5.8 

4.1 

5.3 

3.9 

5.2 

4.2 

4.8 

3.7 

3.7 

5.0 

5.6 

4.8 

4.5 

Mar  1981 

5.5 

5.4 

7.0 

4.3 

4.9 

3.6 

5.6 

4  7 

5.2 

4.2 

3.6 

5.4 

6.1 

6.8 

4  8 

June  1981 . 

5.0 

5.3 

5.9 

4.5 

5.7 

3.8 

5.7 

4,4 

5.6 

4.1 

3.8 

6.1 

6.1 

8.5 

4.9 

Sept.  1981 

5.1 

5.7 

6.5 

5.4 

5.8 

4.4 

6.2 

4.6 

6.1 

5.1 

4.1 

6.0 

7.2 

9.4 

5.4 

Dec.  1981 . 

5.6 

5.6 

6.1 

5.3 

5.9 

4.3 

6.1 

4.8 

6.0 

5.1 

4.0 

6.5 

7.8 

N.A. 

5.3 

Mar  1982 .  . 

6.4 

6.4 

N.A. 

6.4 

5.5 

4.6 

6  7 

5.1 

7.0 

5.2 

4.1 

6.1 

8.0 

N.A. 

5.7 

Personal 

Sept.  1980 

3.6 

3.8 

4.0 

3.8 

3.9 

2.3 

3.7 

4.4 

3.8 

4.0 

3.7 

3.8 

3.9 

3.0 

3.7 

Dec.  1980 

3.7 

3.7 

4.4 

3.7 

4.0 

2.5 

3.7 

4.8 

3.7 

3.7 

3.9 

3.5 

4.0 

2.8 

3.8 

Mar  1981 

3.7 

3.6 

4.0 

3.4 

3.7 

2.1 

3.6 

4.4 

3.7 

3.8 

3.3 

3.3 

3.6 

3.0 

3.5 

June  1981 . 

3.6 

3.5 

3.8 

3.5 

4.0 

2.0 

3.5 

4.1 

3.7 

3.8 

3.2 

3.4 

3.4 

2.6 

3.5 

Sept  1981 

3.4 

3.6 

3.8 

3.5 

3.8 

2.4 

3.6 

4.2 

3.7 

4.0 

3.3 

3.3 

3.6 

3.2 

3.5 

Dec.  1981 

3.9 

3.8 

4.4 

3.9 

4.1 

2.6 

3.7 

4.5 

4.0 

4.3 

3.6 

3.6 

3.7 

N.A. 

3.8 

Mar.  1982 

3.7 

4.1 

N.A. 

3.8 

3.7 

2.3 

3.8 

4.2 

4.1 

3.9 

3.5 

3.6 

3.9 

N.A 

3.7 

All  other 

Sept  1980  .  .  . 

6.1 

5.5 

3.6 

3.5 

5.5 

4.5 

4.1 

4.1 

3.3 

2.5 

5  0 

5.6 

3.7 

15.1 

4.4 

Dec.  1980 

6.3 

4.8 

4.0 

3.8 

4.2 

4.0 

3.7 

4.8 

3.1 

3.1 

4  4 

7.1 

5.0 

7.5 

4.3 

Mar  1981 . 

5.8 

6.2 

2.7 

4.3 

4.2 

4.8 

4.2 

4.6 

3.2 

3.5 

4.7 

6.1 

5.5 

5.1 

4.4 

June  1981 

5.7 

5.2 

3.5 

4.7 

3.2 

5.2 

3.4 

3.8 

3.0 

3.8 

5.1 

5.6 

5.2 

10  3 

4.4 

Sept.  1981 

4.9 

6.2 

3.2 

3.5 

3.0 

5.3 

3.6 

3.5 

3.2 

3.2 

4.5 

6.6 

4.7 

9  2 

4.1 

Dec.  1981 

4.6 

4.4 

3.3 

4.2 

3.7 

5.4 

3.5 

5.1 

3.5 

4.0 

5.0 

6.9 

7.0 

N.A. 

4.5 

Mar.  1982 

5.4 

4.2 

N.A. 

4.3 

4.7 

4.9 

5.0 

4.3 

4.5 

3.9 

4.7 

7.5 

7.7 

N.A. 

4.8 

Total  loans 

Sept.  1980 

3.9 

4.3 

4.4 

3.6 

4.0 

2.6 

3.8 

4.0 

3.3 

3.0 

3.1 

4.2 

4  3 

4.3 

3.6 

Dec  1980 

4.2 

4.3 

4.7 

3.5 

4.2 

2.8 

3.8 

4.3 

3.5 

2.9 

3.3 

4.1 

4.6 

3.7 

3.6 

Mar  1981 

4  5 

4.4 

4.7 

3.5 

4.1 

2.7 

4.1 

4.2 

3.7 

3.2 

3.1 

4.1 

4.7 

4.1 

3.7 

June  1981 . 

4.1 

4.2 

4.5 

3.6 

4.2 

2.5 

4.0 

3.9 

3.7 

3.1 

3.1 

4.3 

4.5 

4.6 

3.7 

Sept  1981  .  .  . 

4.0 

4.3 

4.6 

3.9 

4.2 

2.8 

4.3 

4.1 

4.0 

3.4 

3.3 

4  4 

4.9 

5.4 

3.9 

Dec  1981 

4.5 

4.6 

4.8 

4.2 

4.5 

3.1 

4.4 

4.5 

4.2 

3.7 

3.5 

5.0 

5.4 

N.A 

4.1 

Mar  1982  . 

4.8 

4.7 

N.A. 

4.5 

4.4 

3.2 

4.8 

4.4 

4.8 

3.9 

3.6 

5.1 

5.7 

N.A. 

4.3 

Beginning  with  the  reports  for  December  1981,  national  banks  located  in  old  Region  14  (California,  Hawaii  and  Nevada)  are  included  in  Region 
13.  Beginning  with  the  September  30,  1981  reports,  national  banks  located  in  the  upper  peninsula  of  Michigan  are  included  in  Region  9  and  ex¬ 
cluded  from  Region  7.  Beginning  with  the  March  31 ,  1982  reports,  national  banks  located  in  Pennsylvania  and  Delaware  are  included  in  Region  22 
The  current  composition  of  the  regions  and  other  information  is  given  in  the  notes  on  page  153. 
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Average  banks’  percent  of  loans  past  due,  by  assets,  quarterly  since  September  1980 


Assets  in  millions  of  dollars 


Less 

than 

$10 

$10 

to 

$20 

$20 

to 

$25 

$25 

to 

$40 

$40 

to 

$100 

$100 

to 

$300 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Real  estate 

Sept.  1980 

Dec.  1980 

Mar.  1981 

June  1981 

Sept  1981 . 

Dec.  1981  . 

Mar.  1982 . 

4.0 

4.0 

4.2 

3.8 

4.5 

4.9 

5.1 

3.7 

3.6 

3.8 

3.9 

4  2 

4.3 

4.7 

3.7 

4.0 

3.8 

4.0 

3.9 

4.4 

4.9 

3.5 

3.7 

3.9 

3.7 

4.0 

4.5 

4.5 

3.3 

3.3 

3.6 

3.6 

3.7 

4.0 

4.5 

3  2 

3.3 

3.5 

3.4 

3.6 

3.9 

3.9 

3.5 

3.5 

3.9 

38 

4.3 

4.4 

4.4 

4.5 

4.2 

4.9 

4.9 

5  1 

4.9 

5.3 

4.7 

4.9 

5.4 

4.8 

5.7 

5.9 

66 

3.5 

36 

3.8 

3.7 

4  0 

4.3 

4.5 

Commercial  and 
industrial 

Sept  1980 

4.6 

4.8 

4.8 

4  7 

4.7 

4  6 

4  1 

4  3 

4  4 

4  7 

Dec.  1980  . 

4.3 

4.5 

4.6 

4.7 

4.4 

4.3 

4.1 

3  9 

4  2 

4  5 

Mar  1981  ... 

4.4 

5.1 

4.6 

4.7 

4.9 

4.8 

4,5 

4  5 

4  5 

4  8 

June  1981 

4.8 

5.0 

4.6 

4  9 

5.0 

4.7 

4.5 

4  7 

4  1 

4  9 

Sept  1981  . 

5.2 

5.2 

54 

5.4 

5.6 

5.4 

4.7 

5  1 

4  8 

5  4 

Dec.  1981  . 

5.3 

5.2 

4.8 

5.7 

5.5 

5.3 

4.6 

5  1 

4  7 

5  3 

Mar.  1982.  .  .  . 

5  5 

54 

5.4 

5.9 

5.9 

5.8 

5  2 

5.3 

4.2 

5.7 

Personal 

Sept  1980 

4.0 

4.1 

4.4 

4.0 

3.6 

3.0 

2.8 

3.5 

3  7 

3  7 

Dec.  1980 

4.2 

4.3 

3.8 

4.2 

3.6 

3.1 

2.9 

3.4 

3  6 

3  8 

Mar.  1981 . 

4.0 

3.9 

3.7 

3.8 

3.4 

2.9 

2.7 

3.3 

3  3 

3  5 

June  1981  .  . 

4.1 

3.8 

2.6 

3.7 

3.4 

2.8 

2.5 

3.2 

3  0 

3  5 

Sept.  1981 . 

3.7 

3.9 

3.5 

3.9 

3.5 

3.0 

2.7 

3.4 

3.5 

3  5 

Dec.  1981  . 

4.2 

4.0 

4.0 

4.3 

3.8 

3.3 

3.0 

3.4 

3.3 

3  8 

Mar  1982 

3.8 

4.0 

3.9 

4.1 

3.7 

3.3 

2.8 

3.2 

3.1 

3.7 

All  other 

Sept  1980  . 

3.9 

4.8 

3.5 

4.2 

4.6 

4.7 

3.6 

4.2 

4.3 

4,4 

Dec.  1980 

3.8 

4.2 

3.9 

4.8 

4.5 

4.2 

2.9 

3.7 

4.1 

4.3 

Mar.  1981 . 

3.9 

3.5 

4.4 

5.1 

4.7 

4  8 

3.7 

4.2 

4.0 

4.4 

June  1981  . 

4.8 

3.4 

38 

5.0 

4.4 

5.1 

3.4 

4.1 

3.9 

4  4 

Sept  1981 

4.3 

3.3 

3.7 

50 

4.0 

4.5 

4  0 

3.9 

4.6 

4.1 

Dec  1981 

5.0 

3.1 

4  4 

4  8 

5.1 

4.4 

4.8 

3.5 

5.3 

4.5 

Mar  1982 

4.6 

5.0 

4.9 

5.0 

4.7 

5.2 

4.6 

3.9 

3.8 

4.8 

Total  loans 

Sept  1980 

3.5 

3.5 

38 

3.7 

3.5 

3  4 

3.4 

4.0 

4  0 

3.6 

Dec.  1980 

3.6 

3.6 

3.8 

3.9 

3.6 

34 

3.4 

3.8 

3.9 

36 

Mar  1981 

3.5 

3.6 

3.8 

3.9 

3.7 

3.6 

3.7 

4.2 

4.1 

3.7 

June  1981 

3.7 

3.6 

3.6 

3  8 

3.7 

3.5 

3.6 

4.2 

3.8 

3.7 

Sept  1981 

3.8 

3.7 

3  9 

4.0 

39 

3.8 

3.8 

4.5 

4.4 

3.9 

Dec.  1981  ... 

4.3 

3.9 

4.1 

4.4 

4.2 

4.0 

3.9 

4.4 

4.4 

4  1 

Mar  1982.  . 

4.1 

4.3 

4.4 

4.6 

4.4 

42 

4.1 

4.6 

4.3 

4  3 

See  notes  on  page  153 
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Average  banks'  percent  of  loans  past  due,  by  deposits,  quarterly  since  September  1980 


Deposits  in  miliions  of  dollars 


Less 

than 

$5 

$5 

to 

$10 

$10 

to 

$25 

$25 

to 

$50 

$50 

to 

$100 

$100 

to 

$500 

$500 

to 

$1,000 

$1,000 

or 

more 

All 

national 

banks 

Real  estate 

Sept.  1980  . 

4.1 

3.7 

3.7 

3.5 

3.2 

3.2 

4.2 

4.4 

3.5 

Dec  1980 

3.8 

4.1 

38 

3.5 

3.2 

3.4 

3.8 

4.4 

3.6 

Mar.  1981 . 

3.1 

4.3 

3.8 

3.8 

3.6 

3.5 

4.4 

5.1 

3.8 

June  1981 . 

3.0 

4.2 

3.9 

3.7 

3.4 

3.5 

4.5 

4.8 

3.7 

Sept.  1981  . 

3.0 

5.0 

4.1 

3.9 

3.7 

3.7 

4.8 

5.3 

4.0 

Dec  1981 

3.7 

4.9 

4.4 

4.3 

3.9 

4.0 

4.7 

5.3 

4.3 

Mar.  1982  . 

5.6 

4.9 

4.6 

4.7 

4.2 

4.1 

4.8 

5.7 

4.5 

Commercial  and 
industrial 

Sept  1980 

3.6 

4.9 

4.8 

4.7 

4.7 

4.5 

3.9 

4.4 

4.7 

Dec.  1980 . 

2.9 

4  6 

4.7 

4.6 

4.5 

4.2 

3.8 

4.1 

4.5 

Mar.  1981 . 

3.5 

4  7 

5.0 

4.5 

5.0 

4.7 

4.1 

4.7 

4.8 

June  1981 . 

3.6 

4.9 

4.9 

4.8 

5.1 

4.7 

4.3 

4.8 

4.9 

Sept.  1981  . 

3.5 

5.8 

5.3 

5.5 

5.6 

5.2 

4.8 

5.2 

5.4 

Dec  1981 . 

4.2 

5.3 

5.2 

5.6 

5.5 

5.0 

5.0 

5.2 

5.3 

Mar.  1982  . 

3.3 

6.0 

5.5 

6.0 

5.7 

5.7 

5.2 

5.1 

5.7 

Personal 

Sept  1980  . 

3.5 

4.2 

4.2 

3.8 

3.4 

3.0 

3.0 

3.5 

3.7 

Dec  1980  . 

3.1 

4.4 

4.2 

3.9 

3.4 

3.1 

3.1 

3.4 

3  8 

Mar  1981  . 

2.8 

4.2 

3.9 

3.6 

3.2 

2.9 

2.8 

3.4 

3.5 

June  1981 . 

3.0 

4.4 

3.7 

3.7 

3.1 

2.7 

2.6 

3.4 

3.5 

Sept.  1981  . 

2.6 

4.2 

3.8 

3.7 

3.2 

2.9 

3.0 

3.5 

3.5 

Dec  1981 . 

2.7 

4  5 

4.1 

4.1 

3.6 

3.1 

3.2 

3.4 

3.8 

Mar.  1982  . 

2.4 

4.3 

4.0 

4.0 

3.5 

3.2 

3.3 

3.1 

3.7 

All  other 

4.4 

Sept.  1980  . 

3.5 

4.9 

4.2 

4.1 

5  1 

4.4 

3.5 

4.1 

Dec.  1980 . 

2.1 

4.1 

4.4 

4.5 

4.6 

3.9 

2.8 

2.9 

4.3 

Mar.  1981 . 

2.3 

4  1 

4.3 

4.6 

5.1 

4.4 

3.4 

4.1 

4.4 

June  1981 . 

3.9 

4  8 

3.8 

4.6 

4.7 

4.5 

3.2 

4.0 

4.4 

Sept.  1981  . 

2.2 

4  4 

3.9 

4.4 

3.9 

4.5 

4.0 

4.2 

4.1 

Dec.  1981 . 

4.5 

4  4 

3.8 

4.9 

5.0 

4.4 

4.7 

4.0 

4.5 

Mar.  1982  . 

1.6 

5.3 

5.0 

4.8 

4.8 

5.1 

4.1 

3.7 

4.8 

Total  loans 

3.6 

Sept  1980  . 

2.9 

3.6 

3.7 

3.6 

3.5 

3.4 

3.6 

4.0 

Dec.  1980 . 

2.6 

3.9 

3.8 

3.7 

3.5 

3.4 

3.4 

3.9 

3.6 

Mar.  1981 . 

2.3 

3.8 

3.8 

3.7 

3.7 

3.6 

3.7 

4.3 

3.7 

June  1981 . 

2.5 

4.0 

3.6 

3.7 

3.6 

3.5 

3.7 

4.3 

3.7 

Sept.  1981  . 

2.5 

4.3 

3  8 

3.9 

3.8 

3.8 

4.1 

4.6 

3.9 

Dec.  1981 . 

3.1 

4.5 

4.0 

4.3 

4.1 

3.9 

4.2 

4.5 

4.1 

Mar.  1982  . 

2.9 

4.6 

4.3 

4.5 

4.3 

4.2 

4.4 

4.5 

4.3 

See  notes  on  page  153 
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Average  banks  percent  of  loans  past  due  at  foreign  offices,  quarterly  since  September  1980 


$300 

to 

$900 


Foreign  office  loans 

Sept  1980 
Dec  1980 
Mar.  1981  . 

June  1981 
Sept  1981 
Dec  1981 
Mar  1982 


0  7 
1.1 
1.8 
19 
1.7 
1.3 
1.3 


Assets  in  millions  of  dollars 


$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

1.2 

1.2 

1.1 

1.4 

0.9 

1.3 

1.0 

0.9 

1.1 

1  1 

0.7 

1.1 

1  4 

1.0 

1.3 

1.4 

1.4 

1.4 

1.7 

1.9 

1.6 

NOTES: 


Average  Banks  Percent  of  Loans  Past  Due— Percentages  reported  are  averages  of  individual  banks'  percentages 
Sr^,w,th  each  bank  accorded  the  same  weight  regardless  of  size;  those  individual  bank  percentages 
are  based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated. 

N^fnn^tho' L°ta?  ^ara~Be9inni"9  November  1974,  all  national  banks  were  requested  to  submit  bimonthly  reports 
stmg  their  total  loans  outstanding  and  amount  past  due  as  of  the  end  of  the  month.  Beginning  with  September 
9  5,  the  reports  have  been  collected  quarterly  to  coincide  with  call  report  dates.  The  primary  purpose  of  the  data 
is  to  assist  the  Office  in  monitoring  the  performance  of  individual  banks.  However,  the  Office  periodically  provides 
aggregate  or  average  figures  for  public  use. 


Past  Due  Loan  Criteria— Banks  are  directed  to  use  the  same  criteria  used  by  national  bank  examiners  as  this  re- 
port  is  a  supplement  to  the  regular  examination  report.  That  is,  loans  past  due  are:  (1)  beginning  with  December 
19/7,  single  payment  notes  15  days  or  more  past  maturity— prior  to  that,  six  days  or  more  past  maturity  (2)  single 
payment  notes  with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  15 
days  or  more,  and  (3)  consumer,  mortgage  or  term  loans  payable  in  regular  installments  on  which  one  installment 
is  due  and  unpaid  for  30  days  or  one  month. 


LoanCategones-Tbe  loan  categories  for  this  report  correspond  to  those  used  for  the  report  of  condition  except 
or  Other  Loans.  Other  Loans  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities, 
loans  to  farmers  and  all  other  loans  not  included  in  the  specified  categories. 

National  Bank  Regions— Region  1:  Connecticut,  Maine,  Massachusetts,  New  Hampshire,  Rhode  Island  and  Ver¬ 
mont,  Region  2:  Delaware,  New  Jersey,  New  York,  Pennsylvania,  Puerto  Rico  and  Virgin  Islands;  Region  4:  Indiana, 
Kentucky  and  Ohio;  Region  5:  District  of  Columbia,  Maryland,  North  Carolina,  Virginia  and  West  Virginia;  Region  6: 
Florida,  Georgia  and  South  Carolina;  Region  7:  I llinos  and  Michigan  (excludes  banks  in  the  upper  peninsula);  Re¬ 
gion  8.  Alabama,  Arkansas,  Louisiana,  Mississippi  and  Tennessee;  Region  9:  Michigan  (banks  in  the  upper  penin¬ 
sula  only),  Minnesota,  North  Dakota,  South  Dakota  and  Wisconsin;  Region  10:  Iowa,  Kansas,  Missouri  and  Ne¬ 
braska,  Region  11:  Oklahoma  and  Texas;  Region  12:  Arizona,  Colorado,  New  Mexico,  Utah  and  Wyoming;  Region 
13:  Alaska,  California,  Hawaii,  Idaho,  Montana,  Nevada,  Oregon  and  Washington. 
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Foreign  branches  of  national  banks,  by  region  and  country,  December  31,  1981 


Region  and  Country 


Central  America . 

El  Salvador 

Guatemala . 

Honduras . 

Mexico . 

Nicaragua 

Panama . 

South  America . 

Argentina . 

Bolivia . 

Brazil . 

Chile . 

Ecuador . 

Guyana . 

Paraquay . 

Peru . 

Uruguay . 

Venezuela . 

West  Indies — Caribbean 

Bahamas . 

Barbados . 

British  Virgin  Islands . 

Cayman  Islands . 

Dominican  Republic . 

French  West  Indies . 

Haiti . 

Jamaica . 

Netherlands  Antilles . 

Trinidad  &  Tobago . 

West  Indies  Federation  of  States 

Africa . 

Egypt . 

Gabon . 

Ivory  Coast . 

Kenya . 

Liberia . 

Mauritius . 

Senegal . 

Seychelles . 

Sudan . 

Tunisia . 


Number 


Region  and  Country 


45 

~~2 

3 

4 
4 
2 

30 


132 


Middle  East . 

Bahrain . 

Jordan 

Lebanon 

Oman 

Qatar . 

United  Arab  Emirates 
Yemen  Arab  Republic 


54 

6 

19 

10 

15 

1 

11 

3 
9 

4 


167 


61 

3 

2 

69 

17 

2 

6 

1 

3 

2 

1 


20 

~5 

2 

2 

2 

4 

1 

1 

1 

1 

1 


Europe . 

Austria . 

Belgium . 

Denmark . 

England . 

France . 

Germany . 

Greece . 

Ireland . 

Italy . 

Luxembourg . 

Monaco . 

Netherlands . 

Northern  Ireland . 

Scotland . 

Spain . 

Switzerland . 

Asia  &  Pacific . 

Brunei . 

Hong  Kong . 

India . 

Indonesia . 

Japan . 

Korea . 

Malaysia . 

Pakistan . 

Philippines . 

Singapore . 

Sri  Lanka . 

Taiwan . 

Thailand . 

Turkey . 

U  S  Overseas  Areas  &  Trust  Territories 
Guam . 


Puerto  Rico. .  . 
Virgin  Islands. 


Number 


24 


4 

3 

4 
2 
2 
9 
1 


126 
~ r 

5 

3 
35 

9 

12 

22 

4 
9 
4 
1 
4 
1 
3 
7 

6 


149 

3 

45 

10 

5 

25 

10 

5 

6 
10 
18 

2 

7 

2 

1 


47 


3 

26 

18 


Total 


710 
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Total  foreign  branch *  assets  of  national  banks,  year-end  1953-1981 
(Dollar  amounts  in  thousands) 


Year 


Number  of 

branches 

Assets 

Year 

NA 

$1,682,919 

1967  . 

NA 

1,556,326 

1968 

85 

1,116,003 

1969 

NA 

1,301,883 

1970, 

NA 

1,342,616 

1971 . 

NA 

1,405,020 

1972  . 

NA 

1,543,985 

1973  . 

93 

1,628,510 

1974  . 

102 

1,780,926 

1975 

111 

2,008,478 

1976  . 

124 

2,678,717 

1977  . 

138 

3,319,879 

1978  .  .. 

196 

7.241,068 

1979  . 

230 

9,364,278 

1980 

1981  . 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961  . 

1962 

1963 

1964 

1965 

1966 


Includes  military  facilities  operated  abroad  by  national  banks  from  1966  through  1971 


Number  of 

branches  Assets 


278 

$  11,856,316 

355 

16,021,617 

428 

28,217,139 

497 

38  877,627 

528 

50,550,727 

566 

54,720.405 

621 

83,304,441 

649 

99,810,999 

675 

111,514,147 

635 

134,790,497 

629 

161,768,609 

646 

180,712,782 

667 

217.611,974 

672 

242,763,325 

710 

274,776,705 

Foreign  branch  assets  and  liabilities  of  national  banks,  December  31,  1981 

(Dollar  amounts  in  thousands) 


ASSETS 

Cash  and  cash  items  in  process  of  collection  $  1  739  921 

Balances  with  all  banks  in  the  United  States 

and  non-U  S  branches  of  U  S  banks .  18,515,251 

Balances  with  non-U  S  banks  outside  the  U  S  61,608  532 

Securities .  4,035,438 

Loans,  discounts  and  overdrafts 

Secured  by  real  estate .  3,810,558 

To  financial  institutions .  1 9*831 ,284 

To  commercial  and  industrial  borrowers  78!422!562 

To  non-U  S  governments  &  official  institutions  14  345  406 

To  all  others .  5,197,728 

Less:  unearned  discount  363,156 

Total  loans,  net .  121,244,382 

Customers'  liability  on  acceptances  outstanding  5!879!978 

Premises,  furniture  and  fixtures  734,335 

Accruals — interest  earned,  foreign 
exchange  profits,  etc  6,125,640 

Due  from  other  non-U. S  branches  of  this  bank  32,643,034 

Due  from  head  office  and  U  S  branches  of  this  bank  12,246,996 
Due  from  consolidated  subsidiaries  of  this  bank  7,843,316 

Other  assets .  2,159,882 


Total  assets .  $274,776,705 


LIABILITIES 

Deposits  of  all  banks  in  the  United  States  and 
non-U  S  branches  of  U  S  banks  $  28,003,159 

Deposits  of  non-U, S.  banks  outside  the  United 

States .  59,941,111 

Other  deposits  107,246,943 

Liabilities  for  borrowed  money .  5,792,218 

Liability  on  acceptances  executed  and  outstanding  5,220,636 

Accrued  taxes  and  other  expenses  5,713,629 

Due  to  other  non-U  S  branches  of  this  bank  30.14T063 

Due  to  head  office  and  its  U  S. 

branches  of  this  bank  28,214,490 

Due  to  consolidated  subsidiaries  of  this  bank  3,271 ,618 

Other  liabilities .  1,231,838 


Total  liabilities .  $274,776,705 


MEMORANDA 

Standby  letters  of  credit .  $  9,248,358 

Commercial  letters  of  credit  issued  and  outstanding  4,943,262 

Guarantees  and  letters  of  indemnity .  4,716,650 

Contracts  to  buy  foreign  exchange  and  bullion  124,823,871 

Contracts  to  sell  foreign  exchange  and  bullion  122,618,802 
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Adjustable-rate  mortgages 
banking  bulletin  on,  33-34 

interpretive  letters  on,  117,  118,  118-119,  119-120,  120-121 
Administrative  actions  issued  January  1  to  June  30,  1982,  95-112 
Applications 

for  national  bank  charters  and  charters  issued,  by  states  January 
1  to  June  30,  1982,  128-129 

for  national  bank  charters  pursuant  to  corporate  reorganizations 
January  1  to  June  30,  1982,  130 
Assets,  liabilities  and  capital  accounts  of  national  banks 
consolidated,  of  large  banks,  March  31,  1982  12 
consolidated,  of  banks  with  foreign  operations  March  31  1982 
145 

March  31,  1981  and  March  31,  1982,  10 
Average  banks'  percent  of  loans  past  due. 
at  foreign  offices,  153 
by  assets,  151 
by  deposits,  152 
by  national  bank  region,  150 

BankAmerica  Corporation,  35-36 
Bank  failure,  24-29.  29-30 
Banking  reform,  17-20,  22-24 
Branches  of  national  banks 
CBCT,  by  states,  January  1  to  June  30,  1982,  126 
federal,  by  state,  January  1  to  June  30,  1982,  127 
foreign,  36-41 

foreign,  assets  of,  total,  year-end  1953-1981,  155 
foreign,  assets  and  liabilities  of,  December  31,  1981,  155 
foreign,  by  region  and  country,  December  31,  1981,  154 
by  states,  January  1  to  June  30,  1982,  125 
Brokerage  business,  35-36 


CARE  (See  Corporate  Activities  Review  and  Evaluation  Program) 
CBCT  (See  Customer-bank  communications  terminal) 

Cease  and  desist  orders  (See  Enforcement  actions) 

Charters  and  chartering: 

applications,  approved  and  rejected,  by  states,  January  1  to  June 
30,  1982,  128-129 

applications  pursuant  to  corporate  reorganization,  approved  and 
rejected,  by  states,  January  1  to  June  30,  1982,  130 
de  novo,  issued,  January  1  to  June  30,  1982,  131 
issued  pursuant  to  corporate  reorganization,  by  states  January  1 
to  June  30,  1982.  134-135 

issued  to  newly  organized  national  banks,  January  1  to  June  30 
1982,  131 

national  banks  converted  to  state,  January  1  to  June  30  1982 
144 


state  banks  converted  to  national,  January  1  to  June  30  1982 
133 


Chase  Manhattan  Bank,  foreign  branches  of,  36-41 
Citibank,  foreign  branches  of,  36-41 

Civil  money  penalties  issued  January  1  to  June  30,  1982,  97-98 
(See  also  Administrative  actions  and  Enforcement  actions) 
Comptroller  of  the  Currency: 
administrative  actions  of,  95-112 
cease  and  desist  orders  (See  Enforcement  actions) 
civil  money  penalties  issued  January  1  to  June  30,  1982,  97-98 
Corporate  Activities  Review  and  Evaluation  Program,  1-2 
correspondence,  selected,  31-41 

enforcement  actions  issued  January  1  to  June  30,  1982,  95-112 
interpretive  letters  of,  April  15  to  June  15,  1982,  113-121 
merger  decisions  of,  April  1  to  June  30,  1982,  43-93 
regional  offices,  inside  back  cover 
speech  by,  1 7-20 
testimony  of,  20-29 
Conover,  C  T 
speech  by,  17-20 
testimony  of,  20-29 


Consolidations: 

national  banks  merged  or  consolidated  with  state  banks  by 
states,  January  1  to  June  30,  1982,  143 
of  national  banks,  or  national  and  state  banks,  by  states  Januarv 
1  to  June  30,  1982,  136-138 
Conversions: 

national  banks  converted  to  state  banks,  January  1  to  June  30 
1982,  144 

state-chartered  banks  converted  to  national  banks  January  1  to 
June  30,  1982,  133 

Corporate  Activities  Review  and  Evaluation  (CARE)  Program  1-2 
Corporate  reorganizations: 

charters  issued  pursuant  to,  January  1  to  June  30,  1982,  134-135 
mergers  consummated  pursuant  to,  by  states,  January  1  to  June 
30,  1982,  138-142 

mergers  consummated  pursuant  to,  April  1  to  June  30  1982 
with  decisions,  44-45,  79-93 

Credit  cards  and  related  plans  of  national  banks,  balances 
outstanding,  by  states,  March  31,  1982,  148 
Customer-bank  communications  terminal  (CBCT)  branches  of 
national  banks,  by  states,  January  1  to  June  30  1982,  127 

Deregulation,  23 

Domestic  offices  of  national  banks: 
deposits  in,  by  states,  March  31,  1982,  146 
loans  in,  by  states,  March  31,  1982,  147 
by  states,  January  1  to  June  30,  1982,  125 

Enforcement  actions  of  the  OCC,  January  1  to  June  30  1982 
95-112 

FNMA  Adjustable-Rate  Mortgage  Plans,  33-34 

Federal  branches  and  agencies  of  foreign  banks,  by  state  January 

_  1  to  June  30,  1982,  127 

First  National  Bank  of  Boston,  foreign  branches  of,  36-41 
Foreign  branches: 

assets  of,  total,  year-end  1953-1981,  155 
assets  and  liabilities  of,  December  31,  1981,  155 
by  region  and  country,  December  31,  1981,  154 
Supreme  Court  review  of  cases  relating  to,  36-41 
Foreign  operations,  assets  of  national  banks  with,  March  31  1982 
145 

Formal  agreements  of  OCC  ( See  Enforcement  actions  and 
Administrative  actions) 

Glass-Steagall  Act.  35 

Floman,  Paul  M  ,  speech  by,  20-22 

Income  and  expenses  of  large  national  banks,  March  31,  1982,  13 
Interest  rate  risk,  article  on,  3-5 

Interpretive  letters  of  OCC,  April  15  to  June  15,  1982  113-121 

Klinzing,  Robert  R  ,  article  on  interest  rate  risk,  3-5 

Lease  financing  by  national  banks,  by  states,  March  31.  1982,  149 
Lindhart,  Ronald  A  ,  article  on  interest  rate  risk,  3-5 
Loans  in  domestic  offices  of  national  banks,  by  states,  March  31 
1982,  147 

Memorandum  of  Understanding  (See  Administrative  actions) 

Mergers  resulting  in  national  banks 
consummated  involving  a  single  operating  bank.  April  1  to  June 
30  1982,  44-45,  79-93 

consummated  involving  two  or  more  operating  banks.  April  1  to 
June  30,  1982,  43-44,  47-78 

consummated  pursuant  to  corporate  reorganizations,  by  states 
January  1  to  June  30,  1982  138-142 
January  1  to  June  30  1982,  135 
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of  national  banks,  or  national  and  state  banks,  by  states,  January 
1  to  June  30,  1982,  136-138 

National  banks 

applications  for  charters,  approved  and  rejected,  by  states, 
January  1  to  June  30,  1982,  128-129 
applications  for  charters  pursuant  to  corporate  reorganizations, 
January  1  to  June  30,  1982,  130 
assets,  liabilities  and  capital  accounts  of  national  banks: 
consolidated,  of  banks  with  foreign  operations,  March  31, 

1982,  145 

March  31,  1981  and  March  31,  1982,  10 
branches  of 

CBCT,  by  states,  January  1  to  June  30,  1982,  126 
federal,  of  foreign  banks,  by  state,  January  1  to  June  30,  1982, 
127 

foreign: 

assets  of,  total,  year-end  1953-1981,  155 
assets  and  liabilities  of,  December  31,  1981,  155 
by  region  and  country,  December  31,  1981,  154 
Supreme  Court  review  of  cases  relating  to,  36-41 
by  states,  January  1  to  June  30,  1982,  125 
community,  20 

converted  to  state  charters,  January  1  to  June  30,  1982,  144 
conversions  of  state  banks  to,  January  1  to  June  30,  1982,  133 
credit  card  balances  of,  March  31,  1982,  148 
charters  issued  pursuant  to  corporate  reorganizations,  January  1 
to  June  30,  1982,  134-135 
deposits  in  domestic  offices,  March  31,  1982,  146 
engaged  in  lease  financing,  March  31,  1982,  149 
examination  of,  20-22 
international  operations  of,  36-41 
in  liquidation,  January  1  to  June  30,  1982,  144 
large,  income  and  expenses  of,  13 
loans  in  domestic  offices  of,  March  31,  1982,  147 
merged  or  consolidated  with  state  banks,  by  states,  January  1  to 
June  30,  1982,  143 

mergers  of,  pursuant  to  corporate  reorganizations,  January  1  to 
June  30,  1982,  138-142 

mergers  resulting  in,  April  1  to  June  30,  1982,  43-93 
multinational,  20 

newly  organized,  by  states,  January  1  to  June  30,  1982,  131-132 
operations  of,  9 

past  due  loans  of,  average,  150-153 

purchases  of  state  banks  by,  January  1  to  June  30,  1982,  143 
regional,  20 


Newly  organized  national  banks,  by  states,  January  1  to  June  30, 
1982,  131-132 

Nonbank  competition,  17,  18 

Notice  of  charges  issued  by  OCC  (See  Enforcement  actions) 

Outstanding  balances,  credit  cards  and  related  plans  of  national 
banks,  March  31,  1982,  148 

Past-due  loans: 

average  banks’  percent,  at  foreign  offices,  153 
average  banks'  percent,  by  assets,  151 
average  banks’  percent,  by  deposits,  152 
average  banks’  percent,  by  national  bank  region,  150 
Penn  Square  Bank,  N.A  ,  24-29 
Problem  banks,  21 

Purchases  of  state  banks  by  national  banks,  by  states,  January  1  to 
June  30,  1982,  143 

Regulators'  Bill,  24 

S  1720,  18,  22-24 
S  2531,  23,  24 
S  2532,  23,  24 

Speeches  and  Congressional  testimony  of  the  OCC,  15-29 
Spetzler,  Dr.  Carl,  interview  with,  7-8 

State-chartered  banks  converted  to  national  banks,  by  states, 
January  1  to  June  30,  1982,  133 
Statistical  tables,  123-155 

Testimony  of  OCC,  22-29 

12  USC  24(7),  interpretive  letter  on,  115-117 
12  USC  92,  interpretive  letter  on,  115-117 
12  USC  371c,  interpretive  letter  on,  119-120 
1 2  USC  1 01 2,  interpretive  letter  on,  115-117 
1 2  CFR  7. 1 1 60,  interpretive  letter  on,  119-120 
12  CFR  7.7361,  interpretive  letter  on,  119-120 
12  CFR  29: 

banking  bulletin  on,  33-34 

interpretive  letters  on,  117,  118,  118-119,  119-120,  120-121 
12  CFR  226,  interpretive  letter  on,  119-120 
12  CFR  250.250,  interpretive  letter  on,  119-120 
12  CFR  1204.109,  interpretive  letter  on,  115-117 
12  CFR  1204.1 1 1 ,  interpretive  letter  on,  115-117 
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COMPTROLLER  OF  THE  CURRENCY 
Regional  Organization 


Boston  Region 

Harbor  Plaza,  Eighth  Floor 
470  Atlantic  Ave 
Boston,  MA  02110 

FTS  8-223-2274 

Commercial  617-223-2274 


New  York  Region 

121 1  Avenue  of  the  Americas 

Suite  4250 

New  York,  NY  10036 

FTS  8-265-3495 

Commercial  212-944-3495 

Cleveland  Region 

One  Erieview  Plaza 
Cleveland,  OH  44114 

FTS  8-293-7141 

Commercial  216-522-7141 


Richmond  Region 

F  &  M  Center,  Suite  21-51 
Richmond,  VA  23277 

FTS  8-925-2406 

Commercial  804-643-3517 


Atlanta  Region 

Peachtree  Cain  Tower 
Suite  2700 

229  Peachtree  St  NE 
Atlanta,  GA  30303 

FTS  8-242-4926 

Commercial  404-221-4926 

Chicago  Region 

Sears  Tower,  Suite  5750 
233  South  Wacker  Dr, 

Chicago,  IL  60606 

FTS  8-353-0300 

Commercial  312-353-0300 

Memphis  Region 

165  Madison  Ave  Suite  800 
Memphis,  TN  38103 

FTS  8-222-3376 

Commercial  901-521-3376 

Minneapolis  Region 

800  Marquette  Ave 
Suite  1 1 00 

Minneapolis,  MN  55402 

FTS  8-725-2684 

Commercial  612-725-2684 


Kansas  City  Region 

91 1  Main  St  ,  Suite  2616 
Kansas  City,  MO  64105 

FTS  8-758-6431 

Commercial  816-374-6431 


Dallas  Region 

1201  Elm  St  .  Suite  3800 
Dallas,  TX  75270 

FTS  8-729-4400 

Commercial  214-767-4400 


Denver  Region 

1405  Curtis  St  Suite  3000 
Denver,  CO  80202 

FTS  8-327-4883 

Commercial  303-837-4883 

San  Francisco  Region 

One  Market  Plaza 
Steuart  Street  Tower 
Suite  2101 

San  Francisco,  CA  94105 

FTS  8-454-8561 

Commercial  415-974-8561 


Comptroller  of  the  Currency 
Administrator  of  National  Banks 

Washington.  D  C.  20219 


Postage  and  Fees  Paid 
Department  of  the  Treasury 
Treasury- 556 
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